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-—s—=“s« Ghayter I The Variety Goods Business, Its Meaning 
By ond Definitions 


o For purposes of this thesis the Variety Goode Business 
‘menns that stitse of merchandising which has te ¢o with the #elling 
ef popvlar prices, profitemeking specialties. 
The Variety Stere « whether « separate steve or a ¢ epartment 


basement or counted in another etere celle the specialties of 
many lines and the staples of none, In other words it carries 
the veried merchendise. | 
It features only poyler priced goods - only those things in 
which there i9 2 good profit. It does not sell sheeting, sugar 
or nails « in fact, it ahuna all of the recular staples of the 
Pecvlar lines which other m 
But the world and life are alwoye choncing, %o that the 
Variety Goods Business itself needs te sAjust itself to this 
condi tion. Thue, to-day they are casering almoat all staple 
goods, because the seles are made more regularly. 
It e¢onfines ite investment and sales entirely to these things 
_ whieh yield a positive and direst profit and which con be *tumed" 
‘ It is the department store in embryo. Yet it differs from 
the department store in that the investment required is much 
_ ‘Smaller - in that the latter has compl ete departments including 
. higher priced goeds and perishable goods, | 
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It differs from a general store in that the latter handles 
@ more of less complete line of dry goods and groveries, and 
requires @ larger investment. 

A five and ten cent store is a pure type of Variety Goods 
Store = though it sell at a certain fixed price only, 
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HAPTER IT 


eteriaties of the Variety Goods Store. 


A Variety stove ie the best retail business proposition on 
earth in proportion to capital required for these two reasons.” 
Firsti- The goods can be turned more rapidly than those 
of any other iine. 
Sesondi= Such a stere on department with limited investment - 
tries out practically every line of merchandise, 
#o that it ean grow in whatever direction its 
partioular environment makes most profitable. 
Suegessful. Variety stores turn their stocks all the way from 
year.” When the turn is less than five 
and of failure te live up to 


it usually is because of over stock 
the principles of variety retailing. 
This rapid compounding of profit may be ascounted for by two 
main reasc 
The great increase in prices o 


shandise since 


busxdien uper the people, notwithstandin 
the high wages and the many evidences of prosperity. Feople are 
buy heneeforth with more care than ever. 

In the second plage most of the pu 
pergon are for amounts below one dollar. 
merchandise upon which the Variety store specializes and in which 
are the big elements of its strength 
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In short, the Variety store is the people's store - the 
store where the woman of limited resources can make her money 
go the farthest. : 
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Philosophy of Variety Goods (Business Administration) 


All our activities of life aim at our mutual promotion of 
happiness, preserving our personal right of living as far as it 
does not appose public welfare. 

Business is a process of our economia progress or ees 
existence. Woney is not the aim of business. Honey is the 
merchandise ef exchange and a reward of services which are — 
Money exist for us; we do not exist for 


nink and eonduet @ business in terme of mutual 
: ment of a better life and not in terme of money. ‘That is 
what should be done. % 

The material civiligzation of Babylon, Greece, Rome and India 
were soon destroyed, while the spiritual civilisation of Babylon, 
ce, Rome, India are still 
If the great city as New York, were bombarded what would be 
Left? I£€ would be just the same as with Babylon and Rome. 

The Business which is founded on a material basis, that is 
with the aim of making money is shovty lived, while the business 
which is founded on « spiritual basis, that is, with the aim of 
mutual progress is eternal. It is not worried with material 
destruction, because it has not the aim of making money, but 
rather the aim of rendering service to the public, The public 


Thus business exists to provide the coumodities and services 
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which are neeessary to the life of the community, in whatever 


‘ volume it is required. These commodities and services should 


owest prices compatible with an adequate 
standard of quality, ané¢ | 1 in such a way as direstly 
or indirectly to promote the highest ends of the community. 

fhe administrater of the Variety Goode Business, with such 
high ideals must face the public, establish a house pblicy, and 
administer the sac fhe factors concerned with price and 
quality are the fundamentals that should be entered upon by the 
Administrator of the Variety Goods Business. That is, price 
policy or quality policy, which best serves the public to 


which it caters. 


6. 


ie 
aK 


Z ¥ 


pobtay 


ae 


iia 


2 
Fa 


Ve 


The management and operation of a Variety Goods Store is not 
‘Gifferent from others in principle, exeept that the store operates 
er the chain store system. Bven that the only difference is 
the unique control and large seale. 
So that, almost all principles of Variety Goods Stove's 
yemment and operation ean be applied to other kinds of stores, 
wsement and operation of Variety Goods 
Store can be divided into four sections, the physical aspects, 
a Wiel and the control. 


Under this heading come all factows whieh some what depend 
upon fortume and not upon the power of the store. 
| The correct location and eize of store are always essential 
There are four steps involved in the problem of leeating a 


fasts, te the ‘people. 

The first analysis of products ean be easily seeomplished, 
because the Variety Goods Store carries mainly convenience goods, 
that is, goods which are the same wherever purchaged, so that 
site should be om the strong treffic. 

Next, analyze the locality. Jirst the general lecality then 
the city er town in which you want to locate a stere, must be 
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investigated. ‘Second, who are to be your neighbors and what do 
they sell? Third, which side of the street is the shady side? 

Next, analyse the traffice. Note the number of passers by 
and the direetion in which they are going. 

Note the houses at which the traffic is heaviest and the 
number of women and of men of which it is composed. 

Lastly, analyze the nature and habit of the people. — 

Firat, the nature of the inhavitants of the locality city 
or town must be studied. 
by’ 


racter and kind of passers 


The right place for a store ean be found by a carefu. 

of the above conditions. 
| The seoond principle is the adaptation of the store to those 
reqirements. ; : | 

fake advantage of the principles of display. Design a store 

front in hamony with the principle and character of the organisation 
and the localities in whieh it selie. Make the inside of the 
h to utilise every inck of working space and 


analysis 


store large enous 

arrange it so ae to bringing about the greatest volume of sales 

‘ obtainable. The window display is a major point in the physical 
marance of the members of stores, the chain system as well as 

number of independent Variety Stores. More people buy as a 


me Geod 


result of what they see rather than for any other reas 
window displays and good table displays sell goods. 


: The independent Variety Geode merehant ean make a personal 
supervision and give personal service, so that standardization of 
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policy is rather a secondary question. Sut in the chain system 
such personal advantages are hard to get. Its principle mist 
be standewdized, Appearance, arrangement of stock, price, wages, 
Ing must be standardized, exeept the human element. 

fhe merchandising policies of a Variety Goods Stores are 
obtaining products of the highest quality at the lowes’ price, and 
selling a8 large an amount of them as possible af the lowest 
expense and the Largest profit consistent with rapid turnover. 


1. As far as possible, all buying for the Vextety Goode 
Store should be dene at hee dounvtern } 


Buy as far as possible from the source. 
3. Yay cash. 
4. De not overload, 


receiving and distribution to the pro 
Ling point ef all werehandise and 
reduces the errors, simplifies the control and makes clear the 3 
manner of supervision, 

In an effort to simplify distribution, the majority of Variety 
Geods chains have taken up the warehousing functicns in connection 
with theiz receiving departments. 

this method reduces fgeight charges, and gives assurance that 
goods will be available when needed. 


this prooess increases the efficiency of store operation, 


10. 


The warehouse must be located with respect to the routes by 
which articles are received and to the position of member stores. 
this can be applied te the receiving room in independent stores. 
Here too, centralised and well located rooms are desirable. 

The main principles ef war 


1. M*Maintain an adequate and fresy supply 


njuse management are as follows: 
of etook. 


2. As regards, orders from member stores or in ease of in- 

dependent stores the depa 

operated that speed and aceura 

ixpenses must be kept down. 

4, Yroper connection with the receiving departmen 
quarters should be maintained. 


rements mast be so equipped and 


r yosult. 


S¢udy the sales records and take advan 
they have to offer. Analyze the daily sales. 
of weather on the volume of trade. “Study the proper distribution 
ef goode to obtain perfect sales when seasonal rush comes. 

Vinimd ze sales resistence by giving the public what the 
public wants. The Variety Chain must select standard goods as 
far as possible se as to counterbalance the impersonal attitude 
(often gegarded as a defect). ) 


The vetail price should be uniform in all stores except for 
a difference justified by additional freight rates. “Out this does 
not mean the unit should be Limited te few members - say S¢ and 10g, 
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The mark-up will vary with the nature of the product and the 
competition. Price eutting is always dangerous + Volume of 
gales reduces overhead and increases profite. Tut there ia ane 
other element whieh shovld be remembered, that it, xeep every- 
¢hing turning. Don't stock lines that will not sell. ‘The failure 
of some Variety Goods Merchant originste from this cause. 


When sales are large, the overnead goes down, because the 
¢tumover has inereased, By inereasing the average sale, profits 
are increased also, due te decreased selling expenses. Vrefite 
eome with standardisation of method. Generally, overhead is 
larger in small stores and smaller in Large organi zetions because 
of the very factor of standardization.” 

The Vari ety Geods Business finds ite bests adventage in 
applying a cash and carry policy. 

Every store in a chain should earn a profit, unless there is 


some strong reason, such as competition, wich makes it imposed ble. 

A new store will teke a certain length of time to become established, 
Keep ex} 

which can be applied te all me 
Investigate any store the itemized expenses of which exceed 

the allowed percentage. 


enses down, Batablish percentages, based on records, 
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‘There are tio ways to make the public know « business and 
the goods which 1% narvies. One is window diprlay and the other 
is advertising. Until recently the Variety Goods Store, except 
independent systems, have not utilised advertising facilities, 
to any er extent. 

reysieing done by the Variety Goods Store, 


1. ‘The size of the store. 
2, ‘The loaation of the stores 


Advertising should be initiated at headquarters as far as 
possible, keeping local difference in mind. in Local or seule 
local chains or independent stores, ad rectising should be stand- 
ardized* 


ythods are necessary, but the wen +o carry them out are 
even more important. lo matter how well standardised the pro- 
eedure and the policy of a Variety Goods Store, especially in 
chain system, may be, it will not operate profitably unless there 
is a coordinating personal influence, which binds the whole to- 
gether, making it work harmoniously. | 
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1. Seo Chapter - Advertising. 
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This personal problem can be accomplished, some what, as 
Dr. Hess said by the inter departments cooperation through the 
vice-president's effort. And through the Personnel Manager, 
dietriet manager and through the Individual Store Manager there 
ean be brought into harmonious activity the central office and 
its office force, headquarters and the member store. 


Choosing the right man in the beginning saves much trouble. 
It will pay the company to train the clerk before actually putting 
him behind the counter. He showld be taught th andi zed 
Sales policies and methods of the store, the nature of the pro- 
duet he is selling, the arrangement of the stoek in the store, 
the treatment of customers, etc. 

Start all men at the bottom and let them work up. Butthis 
does not mean necessarily to look for executive or for important 
‘position from inside only. The old method of apprentices, that is 
men trained only by experience and the house policy only some 
times cause waste, due to a narrow policy and an unscientific way 
of approach. So that, in the future, to impr 
and to ma 
to fill important positions. 


ve the organization 
ke more progres#, one must take youthful college graduate 


Morale i8 a combination of discipline and teamwork which 
earries out methods and even betters then. 
Morale ean be developed and maintained through the effort of 
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ment, Store Manager, by using store's bulletins . 
or through the meeting of office and store force. 
That morale should be inspirational and inetructive. 


All activities of Variety Geods Store must be controlled only 
by means of reoorda. No guess work ean be allowed. Sy them the 
“purchasing department buys goods to seM. through retail stores 
and estimates the quantities necessary to keep on hand in the 
: | : house. The sales manager keeps track of the sales in various 
stores and can tell at a glance which stores are doing well, ete. 
By records, the auditors tells whether overhes 


Gy combining sales records of numbed store and comparing with 


dexpenses are too 


other similar stores records the general business trend and people's 

 eonsuming power, the executive determines hie future policy that 
is budget any control. 

: The variety or 

every detail as to allow the executive at any time to ascertein 


pda store should have reeords so complete in 


the exact status of any store and, in case of a chain every 


menber store any warehouse, any managrr'a record and all overhead : 


expenses. Also the exeative must control the stere and sales 
of every district through a budget before hand and improve it 
by the present record. 
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Out of the many principles for Variety Goods store operator 
there stands two fundamentale, one having to @o primarily with 
method, the other having to do primarily with men. 4nd this 
mphasized the future. These standardisation 


last one must be 
problems and coordination problems must be connected with other 
principles. 

‘The majon object of this thesis is to show the principle 
tion of Variety Goods Store through budget control 
ting methods. Also I have attempted 
e of business. 


1@ human element in this ¢t 
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Chapter I - ‘The Systems and Sorts of Variety Goods Business. 


yhyaugh a manager and either by ownership or in the 
shape of stock company. It does not belong te any buying syndicate 
‘nor does it have a braneh. | 
They buy from wholesalers exclusively owing to the lack of 
capitel. But here is one exception, that is, the Variety section 
of the basement.of dry goods or departmer 
they sometimes buy directly from the factory. 

The majority of Variety Goode Stores belong to or to the— 
syndicate ¢lass although ordinarly peoyhe notice only the 5 and 
10 cent chains. temple, in Philadelphia more than 70 % of 
all Variety Good Stores belong to this class or syndicate class. 


t+ store. In such a case 


joined t6 the Sure via Syndieate. 


Some elever merehant joins a syndi¢ate and takes advantage 
of ehain store to some extent, instead of unprofitable buying 


from wholesaler. 


The Variety Goods Chain means the store operated by the chain 
system that has central office supervision and branch system; 
popularly known as Five - Ten - Twenty-Yive Cent Store Chains. 

The goods which is sold is practically the same as the other 
Variety Goods Store, althauch the varities whieh they carry is 
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greater, And, they carry goods at fixed prices - 5, 10, 25 cents - 
or some times odd prices « 3, @ and 19 cents. 
The following table shows the 5. i0¢ chain who operat es 


more than 10 stores. 


Head Office ‘shea +4 af 


New York City 
Detroit, Mich. 
New York City 
New York City 


New York City 
New York City 
Buffalo, Ba Xs 
Hoh ea o Fae 
1] Texas. 
New York City 
Nashville, Tem. 
Ottumwa, Lowa. 
Beroudeburg, Pa. 
Chicago, Til. 
Abilene, Texas 
malig. ab _— ‘By. 


Bivens Se ti. 


7 « We maak wants 
688. S. Kresge Co. 
tMeCrory Stores Corp. 
38. H. Kress 
sMetropolitan 
ilan Stores Co. 
2W.T. Grant 25 Cent Stores 
Pe ce - =a ine. 
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sDuke « re, Inc. 
rF4W. Grant 5 10, 25 Cent Store 
iGraa Ary a é& 25 eent Stores 


sHational 6s if) & “25¢ Stores 
tRead Store Co. 
Union Variety Stores 
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There are many additional chains operating from 9 + 2 stores. 
The five and ten cent store field seems to be essentially the 
mali town, of which there are so many in Pennsylvania and the 
Middle Vest. 


Mr. F. YW. Woolworth is the first man who put the 5 and 10 cent 
store idea in business. : 

iy. Woolworth was born in Redr 
in 1852. He was the son of a farmer, but hie ambition lay along . 
business lines. He took a course in a commercial college at 
Watertown, New York, and then went to worth with the dry. goods 
firm of Angsburg and Moore at Watertown. ‘The first three montis 
he received Salary. Then he was paid 63.50 a week. After two. 
and a half years he was receiving $6.00 a week. 

We Hy Moore, when he was earning $10. a week in 1877, gave 
him en opportunity to rearrange the stoek in the store. He did 
thie, making up a five cent table with a price card inviting 
customers to take their choice. Tr, Moore was induced to back 
a five-cont store in Utica, N. Y., but sales were not large enough 
to carry the store. It was closed. VYoolworth immediately started 
another store in Lancaster, Fa., which sold out over 30% of the 
stoek on the first day. Sales for the first year were $6, 750. 
This was the first five and ten cent store in successful operation. 

Then he took his brother, C. 5. Woolworth into partnership 
with him in a store in Harrisburg, Pa. This store was unsuccesful. 
it was closed and another opened in Seranton, Fa., whieh quickly 
established itself. In July, 1686, a small office wae opened in 


an, Jefferson County, New York, 
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New York. ‘the early growth of the present Woolworth chain was 
due to the training of men in the organisation who later established 
chains of their own, culminating in the finsl merger of 1912. 
S. He Knox, Mx. Woolworth's cousin, joined Mr. Woolworth 
and was associated with him for five years until 1689, when he 
started for himself. 3 
Carson H. Peek was next taken 
brought tc New York to heip manage the stores and buy merchandise. 
: F. ly Kixby started in with C. 5, Woolworth in Seranton, Pas. 
Wavle P. Chariton started with ie. Knox and chose the New ingland 
exploitation, beginning wueinees for himeei i in 1695. 
After the division of the stores, Yr. Chariton extended his 
aotivities to California and the Pacific Coast, Thus, from the 
Woolworth organization hae developed five successful clains. 
Hubert T. Parson, now president of the F. W,. Woolworth Co., 
ea with x, Woolworth in 1692 as an accountant. He became 
y and at the time of the 


from the Utica store and was 


seeretary of F. ¥. Woolworth & Compar 


seoretary of the evlarged company. 


Now Woolworth Company operates 1,423 stores in United States 


and Canada. Also operating more than 150 stores in “ngland. 
1 


Its yearly sales is more than 239 million dollars. 
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A second store was opened in Detroit, Mich. in 1609, Wy an ox> 
change of 3 bere ‘peage became the sole omer of the Detroit 


, santal By 1922 the number ef stores had grow to 60, doing a good 
. Shortly after the cutvreak of the 


war it we pay to abandon + 


. on ash The veason for 


Thus he kert on 


Tn 1016 @ new company war aanempenenes & under the Law of 


‘  *Delaware and tock the whole property boy el ty ¢. S. VeCrozy 
Company. New thie company operates 176 stores. 
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De. Kress started the Variety Susiness in 1005 in Memphis, 
Tenn. in 1916 a new company was incorporated under New York law 
ag successor to the &. Hi. Kresa & Co. of New York and the 5. 4%, 
Kress & Co. of Texas. ‘this compa 
gent stores, located mainly in the southern, southwestern and 
western states. In all, 161 stores axe in operation (1924). 


Almost all the sotres which are explained above pelongto the 
pure type of 5 and 10 cent store. But there are many other types 


whieh are now going on everywi 


By a jon at variety store, is meant a store situated 
avay from the downtowm district of a large eity ~ 50,000 or over - 
at one of the trading centers which spring up naturally as the 
sity crows big - for example Germantown, Ya, In the last few 
years stores of this sort have beeon: 
cities and they are epringing up rapid 

Yor instance, in New York City there are a thousand or more 
neighborhood variety stores. Haturally such a estore draws from 
@ comparatively limited radius - perhaps only a few blocks each 
way. Yet in a thickly settled past of a ity more people may live 
in those few blocks than the entire population of mayy 4 thriving 
county seat. ) 

This sort of Variety Store is comparatively n 
very promising in the big city. People are getting to want their 
Variety Store close at hand - just as they do their greecery store. 


ahd 
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They are willing to do downtown to buy a new dress or piece of 
furniture, but don't like to be forced to do so when they want 
a china dish, or a piece of enameled ware or a towel. ‘The cost 
of carfare downtown and back,is too, an important item ae compared 
with the ordinary purchase in a Variety Store. 

The selection of location, study of local condition is just 
the same as stated before, there is nothing different in this 
point from the other types of Variety store. 


2. Zhe combination variety store.” 

it is one of the chief goods that they will “double up” « 
mix ox combine « 89 excellently with any other line of merchandise. 

‘There are many Variety Stores in which variety goods is 
combined with furniture, millinery, clething, books, shoes and 

A combination etore of this sort is profitable in me 
, to support either 


gh to be had 


places where there Len't business enct 
an exclugive variety store or a store earrying any single line. 

in such a store the amount of investment to be devoted to | 
riety gooda can be must ae little om just as large as the owner 
ehooses - less than two hundred dollars if his capital is eramped - 
more than two dollars if he has the eapital to spare. 


By a variety store on the side is meant, a variety bargain 
counter, basement or other form of variety department. Such a 


1. Combination means the store which carries many goods which are 
not belonging to the Variety Goods as well as the Variety Goods. 


ath aiowet 6 ¢6 © 


Bete se 


f 


faut 2 


aedt al Sewer TE MY 


@ 


4 ely: re ae Bae % 
« Yau eiheot" 


ie Peele. , 


+ heegmaten ek Sei 


ee at 4 


sic ane, 
Ge 


23. 


artnent is nothing more than a variety store within another 
store, whether it has in a general, dry goods, drugs, hardwar 
er any other store. 

The retail store today, no matter what line of goods it 
handles, is handicapped in that it does not have a variety | 
bargain department in the same form. 

h Avantages to be derived from such a department may be 
enumerated a follows: | 

1. it stimlates new business, peeause is supplies the 


constantly inevreasing deman¢ 
2. It makes quick profits because the stuff it sells is 
that for which there is the greatest demand 
Se Bt works off dead stock and “stiokers"c- and that, too, 
without loss to the merchant. | 
4, It labele ite omer as an up-to-date business man 


| for popular priced goods. 


SB. It 16 a money saver besouse it greatly increased trade 
without increasing expenditures. 
6. It 4@ a splendid advertised, beca 
ss $0 @ store which they might not otherwise patronize. 
7. It helps to bridge over the dull seasons and to make 
trade good the whole year through 
8. It does not tie up money in long investments and it 
ttherefore, enables the merchant to easily increase 
or deerease his stock according to the demands of 
his trade. 
In short, all the advantages which ean be urged, in favor of 
the variety store, as a distinct organisation with added force to 


ge it attracts. people 
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Many lines under one roof diminish the rates of expense 
and greatly inereage the net profit. 


able. This ies the basement store - on the variety store withir 

_@ store. ite strength lies in ite ability not only te pay & satis. 
factory direct profit but te popularize the entire establishnent 
and to advertise every department in it. 

Thia type of variety store is applicable to the needs of dry 

tment store. | 

partment store's appeal is in ite ability to supply a 
‘Large proportion of its customers merehandi se requirements. 
Now then, the tendency in the dry goods store is toward the higher 
priced or the so-called quality lines. Og rather the tendency was 
that way. Retailers are finding out now, that the popular priced 
¢vade is an overwhelmingly important thing. They are finding they 
must make special provision for it and that this they bring pr 
perity to the whole establishment. 

A basement store oe a place where people can buy goods for 
less, Ite power ie seen by the fact that the dry goods store op 

artment store with the best basentnt invariably is the best 
and most profitable store in the town. Yor this reason, to-day} 
we ¢an find the basement store in almost all depart: 
the principal cities. 

The ideal basement store is one which has a sufficient stock 
of 5, 10 and 25 cent goods to give the whole thing blood and bone. 
This Line ef goods through its great and constantly crowing valuée 
giving power imparts an atmosphere of low price and high value to 
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the whole establisiment. Around these goods a nuceleus of the 
lower priced articles can be built, with your regular business. 
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Chapter II - The Location of Variety Goods Store. 
introduction. 


My, Hayward and Me. White stated in his book "Chain Store" 
that no matter whether a merehant is locating his second or his 
two hundredth store, its Looation is of first importance. If is 
especially true of the Variety Goods Store. 

Many of the failures are due to a lack of managerial ability, 


but others are due to an insufficient consideration of the pro- 
‘blems involved in establishing a retail store on a sound basis. 
A good location is a store's best asset, while poor location may 
be the cause of failure even when sound merchandising policies 
are practiced. | 

Qwing to the existence of some difference in capitalization 
and the nature of the Independent, 
ateres and the Variety Goods Store under chain system. I will 
rately as the nature of the work will 


small and new variety goods 


try to diseuss them ae sep 
allow me. 


The firet thing to do when locating a store is to analyze the 
business and see exactly to whom the goods is to be retailed and 
how trade is to be attracted. | 
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Veke a careful study of your own town or any nearby place 
which is too small for a Variety Goods Store. And of course there 


Le This plan ean be applied ts those who are joined to the 
buying syndicate. 
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are many advantages in starting where you are known. Your ace 
quaintance with the people will be an asset and you won't heve 
to spend time and money traveling around to find another location. 
Moreover, it will probebly cost you less to live there than it 
would if you were to go to 2 strange 
If you want to open a new stere it would be advisable to 
ask the Location bureau of Butler Brothers, Munger Brothers 
and Levin Brothers. | 
Then if you are eapable to start.a chain system, fellow the 
next oo and method. 


place. 


py zi sata Pate the Variety Goode Merehants are the pure 
hasing agents of the comminity, therefore, before assuming the 
responsibilities of a purchasing agent, the mershant should 
analyse the commumity te see if there is reakliy a good opening. 
the importance and character of the principal industries 
should be studied. A good index of the import: 
with respect to retail trade, is the number and clasa of wage 


nee of an industry 


Nature of Industry - if the industries are of a permanest 
nature with a. prospect of future growth, it may be advisable to 
open a Store even if the existing conditions do not indicate 
large profits immediately, but if the industries are only temporary, 

this fast should be recognised, | 

Business Condition and Vature of Town « The merchant entering 
business during prosperous time will suffer in the slack period. 

Some towns are essentially school or tourist towns and are active 
only a certain part of the year. 
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Character of Labor - The character of the wage earning 
population in cities varies widely. Sueh cities as Sridgepert, 
Hartford, Worcester and Akron have essentially @ male population, 
while some others are predominately feminine, for instance, 
Haverhill, lynn, Lowell and Fall hirer. 

Difference of Custom - The customs of the people in the 
| eter of the 


many important differences in the chars 


munity fashbonable goods is much more in demand 
than in others and the rate of speed of styleswith which change, 
stween communities only a few miles apart. 

Size and aaghdttor of Growth « The sige and the rapidity of 
growth in the population ef a city are both fundamental consider. 
ations, If a city hae been growing rapidly for the past ten years 
it is likely to continue te grow for a time, becauce of its own 
momentum, that is, if all econoriic consideration are equal. 

fhe measure of the potential buying power of a commmity is 
very important, in determining the witdom of locating in a city. 
The number of wage earners has much to do with the potential 
buying power, and can be roughly used as an index of this power, 
especially when the average nw 

Ingome + In conjunetion with the above named indexes, may be 
used the size of the incomes of the people, If it is in the 
agriew tural district, you must examine the farmer's income in 
term of crop return (sales). In general the larger the ineome, 
the greater the amount spent for comforts and luxuries. 

Cost of Living. - It is desirable to know the standards of 


iber of wage earners por family is 
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living of the commnity, and the cost of living in terms of the 
retail prices, of commodities az compared with other localities. 
These affect not only the individual proprietor but alse his cost 
of doing business and thereby his profit. 


An analysia of the transportation facilities should show the 
number of railroads serving the city and waether there are water 
‘routes available for use, thus offering 
nate carrie#® service. 
bably have more weight in the choice of the city for a Variety 
Goods Stove when considered from the point of their affect upon 
the future development of the city. Some cigies are so located 
that they become a natural outlet for the surrounding country, 
and their rapid | srowth is asuved almost from the start. 

Fo# the beginner of Variety Goods ens it is importan 
to study the proximity of the desired city or tow to his buying 

market and ite possible affeet upon the length of time for 
delivery should also be taken into consideration. 


opportunities for alter. 


a transportation facilities would pro. 


Nature and Sige “ Simiiar Stexe = Before deciding to lecate 
a Variety Goods ea, ia community a study of the local market 

should be made with relation to the question of the econemie needs 
of another similar store. The situation with respect to competition 
should be examined. How many and how large are the present stores? 
What is their financial strength? Do they earcy a sufficient stock 
servide do they offer to their trade. What 
These are some questions that should 
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be etamined soncerning competition at least one month before the 
opening of a store. Tt need not be thought, however, that because 
competitors show small sales that there are no profitable Sales. 

It has been found frequently when a new and thrifty merchant enters 
the retail field that not only is his business successful, but also 
that the business of his competitors inereases. But at the same 
time don't be afraid or ever estimate the compe 
city in whieh @ood Variety Goode Stores are proppering is generally 
@ good town or city to Locate in « that is, sowpetition means 
prosperity. 

Besides an analysiv of the local market, a study of the 

surrounding trade territory might prove te be extremely valuable 
as to 


titer. The teow or | 


nether or not the eity is a good apot for the store. 

The importance of Agrieultural Condition - The surrounding 
agricultural conditions often play an important part in the retail 
life of & comamity, especially in the Yest (for example in United 
States). A study should reveal just how large and how important a 
place of agricultural holds, go that consideration can be giveyto 
its peesible effects upon the retail business, An emaminabion of 
iber of years back would reveal. somee 


the crop production for a nw 
thing of the stability of the farmer's ingome, and this would be 
: i amination of the fluetuation in seliing 


price for the eorres ponding years was made. Consideration should 
be given to the seasonal character of the farm products, to whether 
the ereps all come within a short time so that the farmer has much 
money part of the time end Little at others, or whether production 
is diversified oo that if the season is bad fer one crop the farmer 
may still have money gained from the other crops. This study must 


pie ted \irevaooowe a 


be dons monty by month and district by district. Aecerding to 
the classification of the Bureau of Crop Ustimates of the United 
States Department of Agrioulture, the whole United States of 
Amerion is divided as follows: 
ie Ne Atlantic Sales avenge eoeee eli Qe TMs New Jersey Penne, 
VOTiiie, - Rei ‘Oy Nass o,  beaunat, 
New Hampshire, ‘issourl. 
&. South Atlantic Sales.c.ssvces Delaware, Maryland, Virgina, 
Veet Virginia, Nerth Carolina, 


Seuth Caroline, Georgia, 
Florida. 


3 North Central States | 
‘Bast of Mee. Ha Jancanseun Oey Wiehe, Vide LLle 


4. North Central States : | 
: (West of Mies, Be)eveseeeslibnne, Tae, Mow, Ne Ds, 5,D., 
NOV s, Oxia « 


5, Seuth Central canals awa” Tene, Ale, WLGGse, Tas, 
TOK, Oklas, Awe 


6. vay Weatern Statet.s...s-seeecMont., Yyos, Cole., Nu, 


Utah, Neve, idaho, warns ULCe, 
Calif. 

Whyte's study, in North Central States 

ding of live stock in 


According to this Dr. 
farming is not seasonal, because of the bres 
Non-harvest months. ‘This, they equalize their income 
“Pay Western and South Central States farming is very much seasonal 
in nature. So that they have little ourre pared to the 
farmers of the astern States. He concluded that in United States, 
as a whole, the farming is seasonal. So that the farmers income 
is too seasonal in nature. So that he is more likely to spend his 
money after harvest. The transportation facilites of the surround. 
ing trade territory may affect, to a large degree, the amount of 
trade that is drawn therefrom. 
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Customs of People - Some study of the customs of these possible 
tributary communities may be carried on with profit. Are the people 
acoustomed to going to some local gathering place? For example, a 
courthouse tow, to make theix purchases. Do they gurshase large. 
ly through mail order houses? ‘These and other questions mkght be 
yaised and probably a large part of the surrounding trade territory 
will have to be developed by advertising and although advertising 
ween't formerly used it is now graudally being recognized for its 
effectivness. 


It is necessary, in opening ne 
there is a good supply of people available for the sales force. 
The supply should be conaidered from the point of their qualifica- 
tions and adaptability. Purthermore, it is well to keep in mind 
the necessity for a surplus that could be drawn upon temporarily 
during holiday seagons or for handling sy 

The standard of living in relation to the personnel is an~ 


other very important question in the problem of the store 's as 
to which institution offered the best facilities. 


“The effect of governmental regulation varies, and a careful 
} note must be taken “" those which might have a material affect on 
the handling of 4 ie” usiness, °° Practically all of the existing 
Federal regulations have to do more particularly with the manage- 
ment and are practically Limited to the accounting report for the 


purpose of taxation. 
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Below are some state and mimicipal regulations which will 
not only have an effeet upon the welfare of the business but 
which will also bear weight upon the welfare of these directly 
connected with it. 


ctment before several of our State Legiblatures. 
(2) = Limitation of hours of labor, especially for women. 
imu ' Yegulation, which has been 
‘many State legislatures. 


ve a8 ecamples of statutes pressed for the improv 
ment of working conditions within a store. Right or wrong, a 
merghant must realise that they affect sales costes. 


} important as the choice of the conmin 
of a site within the community is fr 
There are two points to be kept in mond. A factory ean move with- 
out suffering a tremendous sales loss, but not so with a retail 
store. Too much emphasis should not be laid upon conditions of 
to-day; Special consideration should be given to the possible 
economic ¢ha 


Lty is, the choice 
quently Just ae important. 


ge of to-morrow. 


One of the outstanding examples of changing econlmic conditions 


is the shifting of population with a ahange of the retail center. 


For instance, the retail business center in Yhiladelphia was moving 


teward West Philadelphia, and in New York toward upper Broadway 
and of Fifth Avenue and Central Park. Jeyward and White also 
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indigated in their hook, "Chain Store”, how business in Cleveland 
hat gone out to Suclid Averme, while it is Woodward Budas hk 
city of Detroit., The discovery of new investions, as the auto- 
mobile for example, has a great deal to do with the shifting of 
business centers; besides the fact that this particular invention 
changed many residential sections. , 

Moving the store in order to cope with these changes is 
attenééa with many difficulties which are often impossible to 
overcome, such as a steep hill or a viver. AS @ general rule, 
populations grow uphill. I@#ffice buildings predominate in 
actual locality; stores selling goods with a shopping appeal 
will be found elsewnere.2 However, certain sections of Chestnut 
shia and Broadway, New York, contradict Hayward 


Street in Philadel; 
and White's Statement. 

Charles Nicholls, Jr., President of the Chain Stores Leasing 
Sompany, gives an interesting resume of the method by which he 
establishes the value of a price of property. 


2. Determine the type and habits of the people. 
3. Investigate main industries, in order to see 
eg Location is good for men, women o7 

4. Investigate bank desposite and clearing. 
8. Find out the number of different industries. 
Also the proportion of workmermfo clerks. 


Washington, D. C. for example, has a large 


wLation, while Sehnectady has a 
large number of skilled and unskilled workmen. 

@. After having considered the above pointe the 
pg method is to study the prevailing 
local rental condition. 


1. Hayward & White ««--+ Chain 
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After determining the approximate locality which is desired, 
there are a nunber of factors influencing theéhoice of the par- 
ticular street. The distance of the street from the lines of 

wunication is very important. Usually, in all small cities 
or towns, the main shopping street is lined with street cars. | 
| anities. There- 


Street care lines may serve numerous type 
fore, analysis of the amount of traffice that the car lines 
‘transport. Bven 5 and 10 cent stores must carry different type 
of goods on Virth Avenue Store, 5, Y., or Chestnut Street store 
in Philadelphia, than the do in other local stores. 

Advertising Opportunity - Some streets offer better adver 
. Thies ie true not only because 


tising advantages than others 
2 oa a uniber of passers by; wut also because some 


eets may be easier to find then others. The importance of the 
Latter factor would, of course, be in proportion to the amo 

trade drawn from the surrounding territory. Often the farmers 
and other visitors will know only a few stvre 
the advertising may become more effective when the visiting cuse 
tomer ig already familiar with the location. 
ie advisable to select the wain street for a site. 

Side of a street « One side of a street is usually more 
popular than the other. may be several reason? for ghis. 
If the street is not level, the upper side is usually traveled 
move than the other side. ‘Thin may be accounted for by the fact 
that the upper side of the street is cleaner, or that the human 
tendency is to get on the upper side of things. 

hen, again there is the question of the shady side or sunny 
side of the street. ; 
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In the summer the preference for the shady side of the 
weet becomes quite marked, and this is especially true for 
women, who do much of their shopping during the hottest part of 
the day. Sunlight is always an important faetor to be considered 
in leeating a retail store. Ey.Nicholis, points out its importance, 
especially for women.+ Shoppers naturally seek the protection of 
the shady side of the street in the sumer, The sunlight alee 
affects the displays in ite windows, Satisfactory displays are 
indows than in these in which the 
light ia controlled or shaded; a bright glare from the outside tends 
to make a mirror of the plate-glass windows, preventing the best 
appearance of any display, and the display is one of the most ime 
portant phases of Variety Goods Stores. Towever, there are 
guments on both sides of this question. An Analysis of sales 


side. The rent 


may show thet the largest business ia done in the winter mon 
during which time the traffic may prefer the sunny 
is usually cheaper on the suny side. Another factor in determin- 
ing the preferable side of the street is its proximity te the street 
y go to the nearest 


ear stops. there a car stops people usual 
ourb, rather than cross the street. The distance of a location 
‘from a prominent transfer point is a very important factor. 
Customers transferring to other parts of the city may take time 

to make a purchase, but in order to do so they would prefer to get 
off at a point which is not a considerable distance from their 
tratsfer point. 
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Dr. A. J. Snow said “Other things being equal, people buy at 
stores which ave most easily accessible. They do not want te co 
out of the way to do their shopping. If stores are located on busy 
streets, where there is movement of large ereoweds, the suggestion 
ie that everyone is busy - doing something = and this atmosphere 
the store. varge numbers of people enter the store, 
tly because others are going in, which sets as a suggestion 
on the persons who may be going past and happen to think of some» 
thing which they ought to buy at onee.* 


ss Peophestake fine side « The number of people traveling upon — 

ee Mate OF She etree way be intiumned Wy the general condi tian 

of the surroundings. If one side hae a number of old, tumble. 

down structures, empty buildings, billhwarde 

features, people will take the other side of the street if it 

appears more attractive. 

There is evidence of thie at present at 9th and Market Streets 
eat edens, ov 


}, or other unattractive 


of Philadelphia. Post women avoid smoke, noise, 
dust, and if one side of the street is more please 
these particulars, than the other, it will be preferred by 
pedestrians. The stores that have sliready located in good places — 
draw the Larger and largest crowds. Consequent: y the places near 
old successful, stores are also valuable. lost merchants object to 


as it givee the appeare 


having a vacant storeroom adjoining them 
ance that business is not booming in that neighborhood, The past 


1. Paycholegy in Business Relation Chapt. 1% 
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record of a ‘wai ding for stores also sometimes influences its 

value for a going eoneern. Kresge Company, fer etample, site 

this as a important consideration in their purchases, If there 

have been a number of failures in it, it seems to become “hoodooed". 
Some stores go well in groups. One reason for this grouping is 

the convenience it gives to the oustomer, as it affords opportunity 

for Shopring and purchasing of a number of articles in one variety. 

Another advantage of Locating near other stores is the possibility 

of drawing trade from customers, who had originally planned to go 

dir to a competitor. ‘ex, the stores thus established, 

ao not always compkte with each other. Very frequently they 

arrange themselves into complimentary croups, cooperating with 

each other in the agtraction of customers and in the making of 

sales. Stores dealing in men's goods are often found on one side 

ef the street, while stores dealing 


in women's goode are found on — 


the essential element in the Llecation of a store is the op- 
portunity it offers to seei goods where people naturally come 
to trade, either because of convenience or because of habit. ‘This 

yond majority of Variety Verdhants, especiale 

ly 5 and 10 cent Chains, and ite effeotiveness is usually determined 
by an actual count of the passers by. Other things being equal, 
the location frequented by the greatest number of people is most 
valuable for retail store purposes. 

Gut other things are not equal, and for this reason many “5 - 
10 cent Chains” have worked out statisties on which they can base 
their judgments. ‘They can compare conditions existing in the old 
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age of the people passing, a given 


stores and they know the percent 
nt will enter their stores. | 
Undoubtedly, cleecking is the moat ‘populer methed of choosing 
Variety Goods Stere sites. The actual volume of traffice may be 
analyzec erent hours of the day. Larger crowds of 
king people huryying to m factories at times of opening 
and closing are not ¢ ivteain types of goods. 
The hours at which traffic is heaviest, are important in as far 
go i4 indieates the purpese on whieh it is bent. On certain days 
of the week the traffic is heavier than on others, nota | 
course, on Saturdays. Again the passere by may be analysed accorde 
ing to sex, women being more important to Variety Goods Stores. 
But probably still move oe is the attempt to classify the 
traffic as to he ppex omanities, laborers, 
guusenent crowds, or what ambe people who cone out 
te shop and to buy is the veal factor of importance in the number 
‘et pase a location. The count of traffice may be particularly 
in making a choice between two eites, when the passers. 
- are known to be up the same general type. Sueh a count should, 
— be made unde ndi¢ions, that is; as to houra of 
| d the day of the week. “uch of the va. 
‘om the traffic on the two atreets. Another 


tie of the corner 


tion in value a# an advertising 
» Me. Keesge's poldey it ie not 


information, and it may be gathered for several days or weeks. 
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| Mgure 2 shows the questionnaire how the investizatar for 
Variety Goode Business can be utilized, It 19 to be supposed 
that some definite sites was hi rendy in view when the inveeti- 
om was gent out to cover some location. Here the hourly 

traf reged and divided into sexes. It was also important 
to aseertain how many people carried bundles. 


A Ke pent Form of a7 Tnvestigaton 


How near is shopping centre. 
State nearest 5 & 10 cent Chain. 
Distance of store from ¥, WV. Woolworth. ) 
Distance of store from 5.5, Kresge (Rast of iiss.) 
_ s *  * Wetrory Stove (West of Mise.) 
5. 5. Kress 


shy Nos of 7 
ales Females Package Diveoting 


Tetal 
NO» 


investigator's Signature. 


a -Adproved 


at 


i e 
a 


Wad. : 
ed 
oS 


oe 


42. 


It ie quite possitle that 15,000 people might pase a given 
Location daily, yet that location prove useless simply because 
the people and the produet on sale doesn't attract each other, 
Every location will have a certain type of purchaser and this type 
of pruchaser veries at different times of the day. From this view 
point it ie evident that some locations are particularly fitted to 
Variety Coods Store + 5 and 10 cent stores de 90% ef their business 
with women. its usual policy is to loesate as near as possible te 

partment store, thus getting the benefit of the department 
store's great drwwing power. Since a Variety Goods Store in ite 
selr is not important snough to dvaw people to it, it must rely 
om gutting iteelf in the way of its potential patrons. 


| ye followed a standard 
- policy in choosing locations, and the smaller chains or independent 
} wan only hope to do the same. Locations are always becoming 
available through growth in population, but, generally speaking, 
Lotations are becoming sacred and competition keened. 

There ere two methods te follew in expand: 
One, 18 to start in a lorge cit¢’ and spread to another large city. 
This method ie followed by many 5 end 10 cent stores. ‘Second, 
is to start in « small town and then spread tolarger commmities. 
Teie is the methed followed by the Woolworth Company 


ne a business. 


‘ie 


There has been much controversy as to how efficient the 

chain store leasing experts aatually are. It has been claimed 
that only a local real estate man ie able to apprais 
of a piece of proy ety at ite true wrth. There is no doubt that 
the chain store realhky man is overcharged, because it is well known 
that the shains ave able te pay. But it is usualiy for good and 
sufficient reasons. When a chain store ex 
he knows whether or not that location is going to prove satisfactory 

and the company is whLiing to viek its money on the accuracy of his 
| Judgne c ly paid. Their ability to foreesst is 
not obtained immediately, but is the fruit of long and te 
aaa they are ascisted by a large number of records, 
One of the largest 5 and 10 nent stores believes that intuition 
and “horse sense” have mich to do with the ope 
coupled with the usual @etandards of investigators, It really 
opens, according to them, that an over-estimate is made. 


port snalayses a location 


ing of new stores, 


Leage® 


Oe jasionaliy, in epening up a new leeation, the “percentage 
ie resorted to by the Lessee who pays aa rent, 4 certain percentage 
ef his gress BAL 68> 


Langer ehain stove systems, as has been said, 
ment te take cave 
of property, bu: ovenents, close leases 
ete. They have a separate company fox that purpose, for example, 
¥. T. Grant Realty Ge., takes care of W. 7. Grant's property, 
Kreage Realty Co. takes enre of 3.5. Kresge Company's property, 
— Wooles Realty Go. takes care of Woolworth Building. 
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But 4% 49 only the Larger chains that ean afford to install 
@ apecial orcanizeation fer this purpose. 

In the omaller chains, one or two individ 
of the real estate, while in the very small or independent store 


ale may have charge 


its chains form a portion of one person's duties. 
formation will be found in the article "Chain Store”. 


| Store ean afford te pay. 
that there are certain percentages of gross regeipts which should 
govern the rent paid by different types of business. According 
to lr. Nicholls all stores do not and eannot pay the sane 


oe Store Loz 


§ # 10 Cent Store 6% 
businesses will desire the sane location. 


above ie veluable in making estimates for new leeations and in 


1. System July 121 
 Pyinter's Ink Month. 
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Judging the performance of old stores. A great many stores may do 
better, but if one does less 1t is a sign of trouble. 
Mere ave many policies which are followed with regard te 
jome cliains prefer to secure sites that will do 
urcha en thoy rent superfluous apece to other retailers. 
in some cases this policy reguited in the Variety Seeds Stores, 
Obtaining ite portion of the builiing free of charge, by subleting 
the other part of the building which they didn't use. 
. Loeations which the ren], astate deyartment pick up cheayLy, 
may be sold at a profit and still provide for the future of the 
pany's chain et¢re in that location. 
14 is aleo important that the steres surrounding the chain 
‘toxe be prosperous and since the chain stere elects its own 
neighbors, it ean thereby insure the clase of trade to which it 
Wishes to appeal. it is well known that pe 
in one store often b 
Father than go elsewhere. shia 
model their estabi ishments for the convenience of the $ and 10 
cent etere Go that they might cet a Loawe from the Variety Chains. 
Whenever the chain store reality department decides to retain 
‘the property, it coliects all rents and reports to the central 
aril sation. lt ale@o eollects vent from the chain estore itself. 
This is often necessary, since, althoug chain rvealty departe 
ment should operate at a profit, it is often necessary to operate 
at a lows, caused by large expenditures in improving new locations, 
purchasing property in advance of the city's growth, ete. 
‘Woolworth Company takes some extwa profit from eash store 
‘thus finaneing the starts of the new store. 


renting a store. 


for purchas 


hat Some house owners, even req 
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The great majority of Variety Chain and indep dent stores 
are rented. This policy avoids much trouble for the company in 
ooking after a large real ewtate department. Furchasing and 


building requires more capital and consequently deteriorates, 
@ithougs there is also more to gain if it improves. So that only 
great Variety Chains ean afford this method, 


Until quite recently | 
store on #ifth Avenue, N. ¥. + Variety Stores were regarde 
merchandising ventures alwost exclusively devoted to the int erets 
of the lower classes. 
, When the Woolworth organization deaided en Fifth Avenue for its 
thousandth store, lr. Yoolworth joined the Fifth Avenue Association. 
The bright ved signs were kept, but the window dressing was carried 
only half way up. om , : 

 - It ia reported that the Llocetion makes no difference in the 
number of mouse trap sold and the Luncheon counter is just as buey 
at noon as it is anywhere eise.* 7 | 

lir, A, J, Show said that if 4 store is situated mong fine 

buildings and is housed in pretentions quarters, the suggestion 


1. "aie the Chain peat Gest on ‘he Avenue" Printers Ink 
Monthly, Feb. 1921. 
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is thet it is a “quality” store. Again he said "The arrangement 
of a store and its general appearance suggest quality®. 2 in this 
way Woolworth drew the upper clase people to his store. 
Quality location exalains one of the new important tendency 
in i eda anand Stove development, and that is the tendency of 
Goods Store to break 
and, what is more, 


inte the exclusive retailing sections 


make a suncess in their new surroundings. 


ices of local detective agencies, real 


le Utilise the eer 
estate men. 
2, Get sequainted. with the Chamber of Commerce or whatever 
“ pody funetions 28 Ont. 
the population, the population of adjacent towns, new and old 
industries in the city, 26 well as those in the outlying districts, 
the banks and the smount of their deposits, number of depositors, 
@leavings, office building and the average wage of the inhabitants. 
Be Next eaten carries him to the busindgss district. 


Krom this souree he procures data about 


deve he maken a caveful study of everything; cars, 
here they stop, facilities for reaching the districts and the 
sunny side of the seotion in the afterngen. Then he draws a 


diagram of the section and aliats the shady side to Variety Goods 


Stores «— because the oustemer of such # kind of store are usually 
Walk on the 


women and they shop in the afterneon and neture: 
sugny side. 


1. A. 3. Snow "Peychology in Business Relation” F. 159, 140. 
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4, Then put geveral people on the job to count and anelysis 
the people who pass that location in a day using the questionnaire 
whieh has been illustrated before. At the same time, if possible, 
count the people who enter the adjoining stores. 

Agcording to Mr, EB. J, Clary’s study end reseereh work, if 
we want to locate = Variety Goods Store in = city ever 280,000 
population, within four miles of "“downetown” we should vequire 
not Less than 5 «= 8 of a quare Mile upon whieh to draw. tHe 
doesn't use the population within four miles of “Down-tow". } 

We mat be within 600 to 700 feet of transportation in such 
a district. We must not make the common rieteke of picking a 
corner store merely because it is & corner store, We will a¢ 
‘better in the middie of the block, at lower rental, if we are 
within 500 te 700 feey of a ¢ar stop.” 


vines a. fan ~— ce — 


Nowadays i¢ is vealiaed more than ever that the volume of 
¢veffic {6 not nearly ae important as ite character. Yor instance, 
the tyaftiee on Park Row, near the Brooklyn Briége, .¥., is very 
heavy, bud the purchasing power of the passer-by is comparatively 
LOW. 

Until weeently, it was the custom of ahain store organi gations 


to lay down a prog 
and added these stores as their capital permitted. 


rem as to how may stores they could use a year, 


2. The New Trend in uieaisaue* « Variety Goods nieettion 
January 1925. 
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Today, however the efficent Variety chain stores take a 
géod many locations when and where offered to cover future 
expansion, subtetting them temporarily until they are ready 
to open them up. 

. Another change that the yeard heave brought is in the 
matter of rental terms. A few yearn ago most of the Variety 
ehains were inolined to loss on a percentage basis. But 
this system of payment has yr digadventeges, for examples: 
ge Lease in undesirable from a chain 


(1) A percenta 


store standpoint when it contains 4 minumium chance which 
‘insures the owner a fair return on hie property and in addition 
a share of the tenant's profits. | 
(2) 
sooth; the percentage Lease will be unprofitable. "specially 


f 


InLese otherwise provided with high marcin of cross 


such a store that handle hosiery, underwear, perfume, toilet 
articles and similar merchandise upon which the margin of 
profit io small. Ane the Variety Goods Store is such a store. 
‘The Variety Goods Stores location is affected by transit 
developments. Neighborhoods which » few years ago, were 
prely residental in charsster have become little city centers 
of their owner ae the result of chain store expansion following 
increased transit facilities. or example: Market and 58nd 
Streets, Philadel 
In order to expand, some Variety Chain Stores have found 


ghia. (Sometimes secondary location are chosen) 


it necessary to select secondary locations for stores which are 
plementary to the mein store. These secondary locations 


are usually found in districts which are growing. For example? 
in Atlanta the Woolworth Co. has for gears been located on 


ened aw 
a) Bevo 


- “Vhdtehall Street, but recently it opened a secondary store on 
: Street, which is really the continuation ef Whitehall 


: eet aeross the bridge and the new stove ie doing a Large 
business.* 


1. "Some New Foetors in Chain Store Leasing" By 6.0, © 
Chain Store Age 
June 1025 


Ye lose the soolety of the wasted effort snd eapital of 

many men who fail in the retail business is a real ceonomte 

problem and is verthy of mich 

tte believed that the securing of the proper lecation for 

the store ia one menoure that will eradteate many ef the covalties, 
question but it how been studied 

with notable suesess by practial retell chaine. 

The Variety Goode Chains have led in this reepeot and it is | 
their oehicvenents that show the practicability of the application 
of the factors in store Lecxtion to cetucl, business endexve 

 ‘Bwery member of the Variety Goode Stere organization should — 
constantly be on the lookout for new location. The mm who sees 
opportunity first fe the man che succeeds ond in mony eases desirable 
Location means dollars te the Variety Goods Store which is first 
to come on the scene. | 

| The whole question of leeation may be mmned up in « few 

worde, The first relsting to « choi b 
to the partioular site within the city. or inion impo rt ance 
in the choice of a city io the question whether the market — 
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vesearch fox preventive measures. 
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from the point which will be s 


Sle 


with a profit, or vhethe 
The Logical site is that one which offers the best op; 
L1 goods where people naturally come to trade. 
the problem ef the location ef the store io almost inseparable 
10M Laters | 


‘Chapter III - the Color and Light. 


fhe ecolor and light are wecognized as aids in advertising 
and selling and it is evident on every hand, 

The Variety Goods Business does not seem to recognize its 
importence; a6 matter of foet color and light are no very impertant 
in that particular field of business. So we will study more Oar Ge 
fully the fundamentals of color and licht and ita application on 


it is desirable at firet to define certain terms such, s6 pure 
eoler, tint and shades, ete. 

Pure color means a coler approsthing the purity of Speen 
soler that is the colors in the spectrum, the yellow, blue, green, 
purple ‘are the primary eolors for mixing pigments, dyes, ete. and 
sed to be primary colors, they 


while yellow, blue and red are suppo 


are not strictly pure color. There is no seund foundation for 
considering these to be pure colors in the field of color harmony 
or the general color practice in decoration. 

Colors in decoration appeal to us by their relative areas, 
purities, brightness. To relate them so that their relationship 


priate, h 


is appro 


wmonions, ete. does not primaries from the view 
point of their production of a voriety of hues (whieh meme pure 
eolors) when they are mixed in various propprtion. 

The subtractive principle of color mixture involved in the 
mixing of pieme 


ats, dyes and superposition of colored gelatines 


wd 


eee Teleo Fo. 
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When we study the results of mixing lights, we find another 
set of primary colors. If we choose the proper red, green and 
blue ¢olors, we can mix them in such «a proportion as te produce 
any hue we desire. If we add red Light to green light upon a 
coloreless surface, the result is yellow. This ia an addition 


method of color mixture. ‘the more colored lights we add on a color 
less surface the more final result appreste to the white licht. 
Prom this we ean find the following results: 
Red & Blue «=< Pu 


Green & Red « « Yulee 
Blue & Green e« Dlue-Green. 


Ye may express the result of three pairs of subtractive 
ee as follows’ 

Burple & YelloweeRed 

Yeliow,& Blue-Greeneareen ‘ 

Blue, e bveen & Purpl eee Dlue. 

It should be remembered thet the eye is not analytical and 
that we only see the dominant hue is a coler which consiets of 


many spectral hues, as ie readily proved by viewing the color 
through spectroscope. 
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RMOTIONAL ASFHCTS, 

The emotional effect upon us is indireetly interwoven with 
our uses of color for decoration purpores. Colera heave suck 
physical properties as brightens, richness, celiesey, irregularity, 
dullness and purity. 

When we abserve these properties we are then kings of the 


colors themselves and their expressiveness. Hewever when we 
analyze ourselves in relation to the effect of color upon us, we 


are cealing with the impressiveness of colors. 
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in this case & Color maybe agreeable, unpleasant, pleasing, 
sickening, cold, warm, ete. For examples: bricht surroundings, 
such as highly illuminated walls, ceiling and furnishings are 
stimiating, 


Without the use of eolers, we may 


produce a great range of 


moods and arouse a ran 


se of emotions by means of brightness. 
Adding to these the powers of color we have fasilities for much 
emotional appeal. 

In analyzing the effects of color, there are four principal 
be aspects to consided. We may logically consider first the 
objective aspects. rom this viewpoint we would note such 
ity, delicasy, brightness, ete. 
sueh are the pliysical properties of the color. 

: Next we shall consider the psychological aspect. With 
this in mind we would aseertain if a color is agreeable, sickening, 
pleasing, ete. From this we would note the suggcestiveness of a 


sharagteristice of color as pw 


color. } 

Finally, we may eonsider the character aspect, for colors 
have character as well as persons. This is the most compex 
aspect because it is the result of all the properties of colors. 
In noting the resetions of various persons toward colors, we 
aybe chiefly concerned with objective 
aspect, another with associ ative aspect, eto. me psycho. 


find that one person m 


phsiologieal power of colors are proportional to their puritye 
The colors which are diluted with white or subdued with black 
are not so emotional. 
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propriate places and ali colors 
L to secune that ve 
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Blue S 
Violet & 
Red T 
Red 5 
Vielet T 
Yellow 
Green 5 
Orange 5 
Green T 
Yellow T 
Orange T 
Yellow & 


Yellow 8 


SenShadewsvelative value of brightness. 


T..Tinte~ 50. of saturation. 


Lueckiesh's "Light and Coler" pepe 36 
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Means of 236 subjects. 


Red 
Blue 
Violet 
Blue T 
Green 
Violet S 
Blue 5 


Orange z 
Orange 8 
Yellow 5 


When we investigate the preference of colers for the large 
areas of interior, such as walls, which we constantly line with 
very different result are obtained usually, a pure color diluted 
with white to a medium tints and then reduced with black to a 
shade is a favored color. in other words, colors for appreei able 
areas must be Yerayed" by diluting with gray, in order to be 
comfortable to line with. | 


A color harmony should arouse 2 feeling of completness. ‘This 
@annot be if the color scheme is not appropriate for the particular 
TOOM, — | 
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Certainly, we may have a correct arrangement of properly related 
colors and still the color scheme might be dnappropriate. Thus, 
it would be unsatisfactory and incomplete. It would not be a 
color harmony in this case. i 

There are two fundament»l types of color harmony. One cone 
sints of complimentary coler, the other consists of colers aad agent 
to each other on the color wheel. Yor example, we may have a 
yellow wall with a blue border. In general it may be said that 
Smaller the area of the color the grenter purity £€ ean have with 
The ether fundam 
on by blue and blueegreen. An orange wall may 


ental types of color harmony may be represented 


by orange and red 
have a rea border or a blue wall may have a blueegreen border. The 
reverse is also true. : 

The final appraisal ef a color harmony is purely a mental 
aportant relationships concerns purity, 


process, One of the most i: 


rightness and area of color. At present these relationships 
must be lift te the guidance of taste. ‘Seientifie research } 
not invaded this field, 


Ml that has been said of coler in the preceeding paragraph 
applies to colored lights ae well as to colored objects and to 
areas done in pigments and similar reflecting media. 

Some characteriaties, however are possessed solely by light. 
The colored light is not ae limited as the colered paints. 
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With proper control « great range of controst in brightne 
possible. Moreover it is easily put on or out, and the change 


ing of the color so that 6 
than others ond is likely to indieste coolness. It saves labor 
beoause only a few tubes need to be changed, , 


the affect is grester on some cecassion 


Le A oightiy taue L4ght then ordinary prod 
emanate wil the siodth the enier bein’ reads 


The modeling effect of light is aleo on important fact 
i various objeots, but alee owing 


| parenoe of 

ax interior. 
eetling and upper wall may be 
iliuminetion from concealed 
This will cive a sky effeet together with « eo 


th a lew intensity of 


aourees emitting a blue creen licht. 
FLNCBH.s 


Geode Steve ie not « purely advertising medi 
print of the store, I¢ must be the welcoming hand of the store. 
A dovk ¢ chasey store does not attract euetomers, or it cive | 


in «a windew features tires on soceasories, household utensils, 


toys or what not, if the lighting is foulty, or not up te 
‘etondara the store ie failing to cet the greatest benefit from | 
ite aioplay windows, On the other hond good Lighting produces 
the opposite effect. ‘The aivantages of proper and adequate 
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| illuminotin quickly results im more and larger sales. The result 
is thet most stores put a light value on their display windows and 
rightfully so because it is estimated that from 30-50% of a store's 
sales are made through its show window. 


Le Adds attractiveness and value to the merehandise. 


2, Permits closer and more securate inspection of goods, 
thereby cutting down the returns and exehonges. 


3. Creates an impression up-to-dateness, eleanliness and 
nestnesa., 


4, Creates an atmosphere of cheerfulness that makes for | 
congeniality and courtesy on the port of the salespeople, 


5. Saves rent for the store in the middle of the stock by 
enabling 1t te compete with the corner store. 


6. Attracts trade from the poorly lighted store. 


” Mekes it possible te use effectively every foot or floor 
space by eleminating dincy corners. 


8. Doubles the attractiveness and sales power ef display 
windows. 


The best rule for determining the proper intensity of 
illumination is to depend upon am actual observation of the 
window at night omid ite paftieular environment . Sven in the 
some block the required intensity will vary depending upon the 
loeation of brilliant signa and of high cendlepower street 1 compe. 
The intensity of illumination of show windows along the white. 
way district should usually be several times greater than that 
considered satisfactory in the store. ‘The practice of providing 
illuminetion in show windows during the evening hours has long 
been accepted by merchants as 4 successful method of promoting 
‘sales, However in the post there have been Little numerteal 
data to indicate the relative drawing power of different levels 
of illumination. | 
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It is apparent that the influence of a window display is 
measured by its power to cause passersby to turn from their 


course and stop before the window, 
, : = | 


Below is the essense of a report which was brought before the 
Eliumin sting Wngineering Society by Walter Sturrock and J.M. Shate. 
(this test so planned that the influence of all factors other than 
the one of illumination was elimenated, ‘The result therefore truly 

shows the pulling-power of light. 
| The attraded people by 15 foot condles ««1% 

zou Candies .. Reapers 2 of attracted people 

40 mw wee www ow we wm a 54% 
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The investigation Binder considerstion was conducted in two 


cities and involved a long series of teste at different hours of. 
the evening and under a variety of weather condition. "ach of 
two windows of the same store. 


f ‘Neineering Department, National Lamp 
Yorks of General Electrie Co. 

Variety Goods Magazine 

November 1925, 


2. Mr. Lockiesh's Light & Color pp. 155. ‘his is simply te 
indicate same investigation more throughly. 


1. My. C.-R, Wertz of the i 


61. 


was equipped with lamps sufficient to give the desired intensities. 
A total of fifty tests were made and the number of persons passing 
by vari ed from 600 to 4,400 per hour. rom 10-20 per cent of the 
passersby were attracted by the window depending upon the intensity 
of illumination. | 

Below is a summary of the results which two different stores 
ebtained from their windows: 


Illumination § -—»«- Percentage of _ Red ative 
In Foot-Candles Passersby Attracted Drawing Power 


15 : 14.2 100 
100 20.9 148 


A NEWARK, Neds, STORE. 


40 13.9 154 
65 L142 160 
85 15.9 178 


In this investigation the attempts made were: 
fo determine the sectual drawing power of s window when lighted 
to different levels of illumination. 


Zo ascertain the drawing power of colored light and of spot 
Lights. | 

The tests further show that the novel and artistic effects 
possible through the use of colored lighting still further ine 
creased the drawing power of the window. The additional cost of 
high level becomes an entirery negligible item when considered in 


. 
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Not many years ago the lighting of show windows was go 
poorly secomplished that it was referred to whenever an 
illustration of incorrect or glaring lighting was desired. 


1. See next page. i 
2. information compiled by A,L. Powell of Ungineering Department, 
Vdison Lemp Works. 
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Attractive power increased 110% at added eost of 16 cents 
per window per hour. 


Color lighting attrseted 40% more persons (er the same 
hourly correct cost). 


63, 
In recent years the stores of the better class have concealed 
the light sources fairly well, but many windows still advertise on 
display modern light sources to better effect than they do the 
merchandise. Seyond a doubt the show window is a miniature stage 
e director. He gets 


and the display man a scenic artist and stag 
his scene then plase- his setors and properties, He ean Learn much 
with regard te artifical lighting from the stage manager. ‘The 

Stage manager carefully conceals his Licht and never annoys the 

audi enoe or distrhkets the attention by permitting brigh 
uJ visible. The display man should make it possible for the 
person on the sidewalk to own his display with equal comfort. 


t Lamps to. 


Flexibility of lighting in a window is desirable for Variety 


Goods Store. Given a sufficient number of outlets wired in several 


circuits and equipped with good reflectors, the direction, color 
quality and amount of licht candle varied at will. 

Where the window is deep, the reflectors should be placed 
along the side of the window as well as in front. By wiring these 


outlets in two circuits so ¢ 
circuit, 2 certain degree of flexibility is secured. ‘he natural 
distribution of light from the ineadescent Lamp is about equal 

in all direction, hence to cet the full benefit of the light all 
Lamps should be equipped with proper and efficient reflectors, 
directing the light on the goods rather than allowing it to 


nat every other socket is on one 


illuminate the ceiling, of windows and escape into the street. 
There mre many reflectors available for the show windows ond the 
choice depends upon the vertical cress section of the window. 
For the high shallow windews an intensive reflector which sends 
the Light Gownmard and backward is desirable. Vor the low deep 
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window an extensive reflector is available whieh spreads the light 
backward. 

In the lighting of an island window, there are very exacting 
conditions to be met, which are not found in a window that is 
‘viewed from only one angle. Due to the foot that the material 
on display is seen from all sides, it is necessary to atterminate 


it in such a way that it will appear well, regardless of the angle 
from whieh it is viewed, Any light sources in the field of vision 
will detract from the display as they are a source of glares 

Yor this ease it is useful to use a special type of 
prismatic wit with a shield to coneial the filament from view 
or use of shiclds between lichting u 
of island lighting is as follows: ‘he ceiling is constracted in 
domesh aped rather than ordinary flat type and « cone provided on 
all four sides of the window at the lower edge of the dome. Around 
this cone are located lemps in suitable mirrored reflectors se 
plowed that the licht ia directed to the dome of flat while finish. 
With this arrangement no Lompe or reflectors are Visible ond the 
method of illumination is of course indiredt. 
The teats and experience have indicated that individual 
prismatic and silvered reflector are beat suited for wihdew 
lighting. ‘The further information recs 
show window is obtainable from the manufacturers of window Lighting 


nL tO. One excellent example 


ding preper reflectar for 


reflectors. 

The amount of illumination can be varied by the use of 
7 different sige of lamps. mpe of 100, 150 or 2000watt size oan 
be used, which allow anes dares variation in the resulting 
illumination. 
4 Aceording Mr. Veitz of National Lamp Works, in the better 
ag grade of window a 12 inch spacing is very common. 
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A spacing over three feet between reflectors will not in 
generally give satisfactory illumination. In practice then 
the spacing uaally falle within the range of 12 to 24 inches 
in the majority. 

The opinion of Mr. A. L. Powell of Edison Lawp Works fairty 
agreed with Mr. Weitz opinion. 

Large @ities ‘Main Street 12 inehes 

Large Cities Side Street | 15 inches 


Small Cities Mein Street | 15 inches 
Towne Hain Street 18 inches. 


the artifical light is one of the best means at the di spo sal, 
of the display manager te produce the desired effect. The 


possibilities in the way of colored Lighting have not yet been 
fully appreciated. Most win 


ows are sti11 lichted with 
eht hes been in use for 

A number of very satisfactory devices for obtaining 
Color modification with standard show windows equi 
on the market. Sath gelation and glass are used as the means of 
obtaining color, the glase offering certain advantages in 
permanency ond durability. In art all pletures are not of the 
same color or the same brightness and do net express same mood. 
In reality every material, has its ow color, brichtness and mood. 
In the show window each display showld be treated eee to ita 
* evigina (natural) eclor. 

In my mind color light must be used for emphasing the material's 
own color, imatead of changing the original color of good and 
thereby merely attempt to drew attention. 
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6 However it has a good affeet on pas 


The installation of Mazda C Daj 
be distinctive wad stand out prominently. 4 window so lighted 


Value, Under the 11 
and white goods appear pure white rather than sli¢ 
while jewelry, neckties, ete. show their true brillonce. A 
 @olered Lamp on Os 
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é Sueh merchandising methods are not recommendable, because 
when customer books for the very goods which is displayed in the 
show window under color light may be disappointed by the different 


Color of the goods. 


‘When you are displaying many things, you should use « number © 
of colors in order to emphasise each commodity. 
At present colored light is not used for this purpose, 


sereby's attention. 
Yor Uxample, 4¢ china ware is put under light blue color Lamp 
it will shew ite whiteness far greater than if a white light is 


used, This point must be studied by every Variety Goods Store 
manager. The advantage of daytime the use of se called 


Daylight 
Lamp on Mazda © Lamp is another way to seeure daylight affect. 
4A 2 is 


it Lompe causes the window to 


is very striking and the goods are shom with their daylight 
ght of the Mazda C Daylight Lamp linens 


Ylight Lamp mixed with o clear lamp may be a 
desirable set for the Variety Goode Store show window. 

In addition to the general, li 1 in color, spet Licht 
effects can be utilized to excellent advantage in the show 
window. Yor the Variety Goods Store the footlight type is 


i. 


__-—s preferrable to the floodlichting type, because in such stores 
_ the floors usually used for a display which is different from 


the wall display, s0 that the floor doesn't get the necessary 
amount of lichte 
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The background of a display window is very important. ‘the 
background of the window should be arranged to suit the dreso, It 
should be chosen to avoid specular reflection, A mirrored boeking 
is particulary undesirable as it shows the reflection ef the show 
window on the opposit side of the etreet as well os the Lighting 
unite of the window itself. Yor this reason a smooth surface for 


. the background will reflect high lighte which are imperfeet imaces 


of the light sources. The imperfect images reflected by «1 emooth 
rominent and glaring when the 


background is darks 
) Dark backgrounds have the exeellent quality of providing a 
rikin, | contrast for the merchandise, with the result that 
merchandise “Stand Out". 
whith have been made the conclusion is that 
redominent drewing force of the show window 


under the dark beckground, Certainly most of the merchandise 


stonds out more clearly against a moderately durk or medium eray 
background then against a very bright one. : general merchandise 
ie darker than the beekground which is APR ‘and the ability to 

see and the satisfactoriness of viewing merchandige against a 


eround are generally less than when back ground are 


: : * “hite color is brighter than any other colors. I+ refects 10 


times nore than dark brown. 
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durkey than the merchandices 
But this does not mean a walnut or dark oak background. ‘These 
“woods will. never appear triiliont or stricking. 
‘The light colored backerownde are shsolutely essential for 
effeetive colored 1i chtinr. It is westeful to attempt to supply 
lighting for the windews with the dark backgroud, because 


let of electric energy is being observed by the backround, 
Every merchant has experienced the difficulty of reflection 
in the plate diese of his window in the daytime. These may be due 
to the slay, opposite bull dings, or pessing objects. Under certain 
eondition the reflection is so severe that it prevents the merchane 
@ise from being visible ex 
oat As yet no eatisfactory methed has been discovered 


nechelly if the stere is on the sunny side 


flection of the sun in the windews. 

However, there 1¢ an atterpt te adduct this eendition to some 
extent such as artifies illumination ef the show window during the 
daytime, This hae been wlrendy applicd by many 5 and 10 cents 
ehains. In order that reflention might be eliminated, it is 
hecessary to build up the intensity within the window to a point 
which will almost equal the daylicht intensity prevailing on the 
abreet. aut this value may require about 1000 footecandles and 
when you consider that this i to be applied in a © 
are aware ef 16 inadaptability., 4 simple and somewhat effective 


anole windes, we 


way is to utilize spot light system as well as ordinerly Lichting 
system. This i8 especially effective, when applied on the inside 
‘part of windows whieh I have indicated before (Flan i, %, 3)» 
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A large store dealing in women's apparel increased the ine 
tensity of illwaination about 70%, ‘The*"effkeency of the sales. 
ladiee wes noticeably increased" aidéhe stinmulative effect of 
better lighting was very apparent.” So it must be true in the 
Variety Goods Store. 
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No extensive investigation is availale for the Lighting 


of stores but many progressive merchants believe that lighting 


is exeelient advertising, that it means were sales and that it 
helpe theuake satisfied customers. 

The daylight intensities out of door is far greater than 
the intensities of artificial Light which we have used in the 
pest. 1 already indicated that the intensities of daylight 
outdoors is more than 10,000 feotecandles powers. While to-day 
owing to the cheapness of the cost of lightning, being able to 
reer gnize the increase in sales, merchants are therefore, a 
greater intensity then before. In the better lighted stores 
today, we find intensities of artificial light from four to ten 
foot candies but in most of them the average is much Lower, 

Net only should the lighting be proper and adequate from 
the standpoint of attractivness and of the efficiency and com- 
fort of employees but the customers have a right to be able to 
exomine merchandise satisfactery. 

1. Use @00 watt clear lamp or 300 watt daylight lamp. 

2, The space between the lighting units should exceed 

ten feet. | 


Kiesh's "Light and Golor® pp. 199. 


iis ae 


Le 
2 And 


10. 


3. The Lamps should be correct. Shades and reflections 
should be of medium Opal glass or prison glass rather 
then clear ot fwosted glass, and showld surround or 
enclose the lamp. 

4. Clean the Lamp and shades once a month or more often. 

5. in stores over 16 feet wide it is well to have two rows 
of lights in order to give wiiform illumination. ‘This 
alae prevents shadows from being cast on the counters 
by customers. in stores with 12 to 14 feet ceilings 
the léghts should be mounted not less than 10 feet from 
the floor. 


fhe effectivences of a lighting syatem depends much upon the 
acount of light reflected from the wall and ceiling. These 
should be painted a light color and have a good finish so that 
#here will be no glaring reflections. i 


Show Cases and Counters should attract the attention of the 
shopper to the show case and to due nerdhendiae. In either of 
these eases they must stend out in contrast to the surroundings, 
and therefore, should be more brightly iLiuminated. 

In the case of Show Case the light must be put within the 
ease and hidden from view. ‘The lamp must be conesaled from the 
customer and special attention must be given to the protection 
of the clerk's eyes. 
| In the eate of the counter display the light mist be put 
on both sides or in the center according to the size and purpose 
of the counter. The lamp, also must be concealed from the 


TL. 


eustomer's view for both the customers and sales girl's eyes - 
are directed downward, ‘This counter lighting equipment is 
especially effective when used for slow moving goods like 
electrical goods or art goods, jewelry, ete. 
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is quite frequently alr-tignt. 
meted to eliminate fire haae 


Rating of Media in Reupect to Several Phases 
Fixture Design & Lighting 
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In this chapter, again, I should like to discuss the in- 
dependent store as a separate unit from the store system. 
dent store system, the store itself must 
fact the life and death strugle of tusiness, while in chain — 
system the member stores is not vitally impo 
tion by the reason that if any store shows marked weakness it 


rtant for organiza- 


can immediately be amputated and another one started. 
3 The success of Variety Goods Store is almost directly 
responsible to the care it takes of details, while the size, 


are of great impe > 


ent of stock in the retail stores 


tanee as well as its location, 

The various Variety Store elininates waste in many wasys 
and the elimination of waste means increased profit, “urther- 

; for the small Variety Goods Store 


more, 4% is just as i 
to start with standard equipm 
system, even though the alterations cost more. 


ent as it is for the lerge chain 


- Every inch of space over these 

requirements is waste, ‘The large chain systems can utilize this 
principle easily, but it is d 
dependent store to utilize this principle because some locetion 


fficult for a small chain or in- 


may be to large to open up 4 store. In such a case, they should 
‘@ivide the store to necessary size and rent or let the owner 
utilize the other part. I do not means ef course, by this the 


worl om dot at - 
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small chain or independent. must use smaller size of stores than 
large chain. It is really the contrary - they some times must 

eceupy a little larger size of store than large chains have be- 
cause they must stock larger 


amounts of goods in comparison 


to large chain, owing to their slow turnover. 


adds to its value in giving 
space for window display, both 
tising of the merfhandise to the 


) of which facilitate the adver 
public, 
The exterior design of the windows and entrance are im- 

portant. Store fronts are subject to fashion, and hence the 

bre © of the building should be such as to permit easy and 
economical changes in this resp 
vestigation as to proper position of entrances into e building, 
especially when the building is on 4 corner or comptes a whole 
bleck, Distinctivmess helps to attract attention. The construct- 
fon of the building in its relation to fire risks is importent. 
Investigation should be made as to the material used in con- 
struction and as to the convenience of installations such as fire 
2x and plumbing, 


sct. There is room for much in- 


It is desireable to make the fronts of all member stores uni- 
form, For example, F. ¥. Yeolworth Company use gold letter signs 
hout the country. Coming into « new 
commmnity, the store finds patrons emong those to whom its 
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name is familiar or who have actually * 


other localities. This wiformity of appearance is nothing 
more than the idea of the signboard standardized. The store is : 
recognized by the familiar color, which can be seen much farther 
than the name, Im other words this is the wise application of 
spychology. ‘The characteristic front of, for instance, 


the Woolwroth Store sets it off from its surroundings, and, 
being always the same, wherever that concern operates has a 
nd of everybody who sees it., The 


 eumiletive effect in the m 
ain, it appears 
by all 
Variety Goods Chains. This principle is not only applicable to 
chain systems, but independer 


memory carries the appearance. Upon sseing it ag 
familiar, This is the principle that is usually followed 


t stores who are going into chain 


systen ean also apply it. 

Well, 
| fhe color slection must be considered from its attention value 
more than anything else. The physical chare 
are perhaps the prime factors in attracting the attention ini- 
sally and the physiological end particularly the psychological 
effects play « dominent part in holding the attention. 

without contrast everything would be monotonous, It is the 


hen, whet color is preferreble for ‘tore sign? 
tion with the followin 


adiscusssion. 


eteristics ef colors 


great factor in aivertising whether it be verbal or visual 
contrast. Color contrast is a complication of brightness and 
me contrasts, According “r. Gale's investigation the following 


1. Equal number of persons of both sex. 
2. ‘The percentage of noticeability is 


75, 


the rates of the number of times a color was noticed 
t@ the total number of times all colors were noticed. 


Percentage of Noticeabdility.- 


_ Golor Men Vomen Both 


of something of value may be obtained in this manner. It will 
be noted that the colors which ranked high are of very low bright- 
srounc, therefore the bright- 


ness - contrasts in these cases were very great. 

It is a matter of every ay experience that red always attracts 
attention quite markedly, Yor this reason I consider the red is 
best for Variety Goode . 
Ghein like Grant Company 


ough some Variety 


Store sign background, alth 
ange color as store sign backround 


esh's “Light and Color in Ad, & Merchandising" pp. 78 
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Location and the window display take the place of major 
advertising for the Variety Goode 
them the traffic, and the windows trimed attract the trade to 
the inside, A larger portion of the rent paid for the store is 
spent for show windoews, Twenty-five to fifty percent of the 
total rent is usually charged ageinst the windows. 

_ This most expensive space in the store must be used to the 
utmost, The show window ie “the fingerprint of the store”. Good 


Store. The location brings 


ir splays, increase business. The Variety chain employ 
experts om leave it to the originality of the manag 
store to éirect their window dressing. 

| Window displays must attract attention, but they must do more, 
They mast create desire, Desire to posse 
to ask about the : 
by window displays bring people into the store and increase sales. 
) Then, we need to know that when o~ is interested in an object, 


er of each 


» to see closer; to handle; 


handise in the window. ‘These emotions eroused 


that serves to keep attention on it. Por example, suppose s 
_ young man, a bachelor, passes by a 5 and 10 cent store window and 
is attracted by a display of dolis, He goes right along, however, 
because dolls hold little interest for him. While a little girl 
coming home from kindergarten might stop and look at the dollars 
for some time, because her interest for such things is stronger. 
Generally speaking, inte e 4 should be produced mainly by 
the kind ef goods displayed and their arrangement. It is not 
necessary to make goods beautiful and artistic in order to make 
them appealing to customers. The backer und, for articles dis- 


17. 


played mey attract attention from the articles themselves, It 


is not the purpose a merchant to seel something which is set 
off by the back ground. ‘he feature, at present, of the back- 
ground is not yet utilized in Varitty Goods Stores, but they will 
gradually utilize this exeiustvely, owing to the competiton and 


sales. 


This means that only e few articles of goods should be dis~ 
played 911 the time. 


y Variety Goods 


ndow simply for in- 


hings at a time, Thus they use their w- 
formation service. | 


The value @ window display is increased by the use of one 


is, Cards focus attention. They make 


or more attractive car 
that the dullest of those who stop te look, get your Big Ides. 
Use only well-lottered, easy-to-read cards. 


re * mental policy of the Variety Goods Stores is 
price attraction. To most people, the price is a very important 
fact which they weigh carefully before deciding to buy, Plainly 
arked prices help them to decide 


once a week, the display in every show window 
Vany Variety Goods Stores follow 
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this policy. But several changes each week are vetter for this 
kind of store. The managers of practically every Yoolwroth and 
Metropolitan five and ten cent store in the central part of lew 
York State are unanimous in their assertion that changing the 


ents in the display windows as often as three times a week 


is not too many aintes” 


manner in which these human traits are directly connected with the 


Every experienced 


ence of the rapidity with which our twentieth 
4 change. For instance, 


er styles are out in sumer, Just as with motion picture 


The instinct of curiosity is the great 
advertising man has. 
Mest of the people who buy small priced merchandise particu- 


larly variety goods, do it on the spur of the moment. 
for the sake of illustration, thet ‘rs. John Smith needs a few 
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eups and saucers. Will she go directly to the store to buy them? 
Not on your life, What she will most likely do is, wait until the 
opportune moment when she is down town or uptown, at which time 
she will purchase the cups and saucers. In all probability this 
woman will pase a five and ten cents store 2 dozen times and yet 
forget all about her needs. ‘nd then, without any reason, 
while passing a particular store, it will sudde: 

ereupon she will, of course, 


and. omsll items of 


Probably it is true that ninety percent of peopte in 5 and 10 cent 
stores really don't “mow whet they want, but are just looking 
around to see what they might need Guriosity dominates them 

3 with a firm hand. 

‘In addition to that, there are several reasons, such 

einted with the 


large and varied stock you carry. 


2. There is deasonal demand in certain goods 


A German firm in Essex recently made a study of the psychology 
_ of window dressing ané kept a record of the manner in which crowds 
looked at show windows, The results were very enlightening and 
wing. This record disclosed that out of 646 persons who 
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looked at the bottom of the display, 411 looked at the center of 
the window, 189 persons looked at the left side, 177 at the right 
pide and 67 at the top. Of those who passed the window during 
the observation, 219 did not lock at it et all! ! 

As @ neturel tendency and according to the range of our sight 
the good position for window display in which we may get the max- 
imam at ention seems to me to be the range between the eye level 
and 2 or 3 feet below that line at the center, 


It. is good, sound policy to dress your store windows appro- 
priately for holi days end public evente of 211 kinds, say, 

Christmas, Yashington's Birthday, or som 
in your tovm may be -olding a convention or smoething which is 


ing in public attention. 


ization 


2 prominent organ 


With a little planning an appro- 
This willmrk youfs a man 
ity which 


who Imows and cares about what is g 
is a good reputation te have, Such a display should sell goods 
mited to the eceasior rly a 

in setre system in which human contact is lacking. 


ing in his eommr 


len is pratieul 


advisable for 


oaiieeman 


1. “The Variety Goods “agazine” May 1925, p.p. 7. 
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recognized the value of light, se fer as to use artificial light 
eytime. The lights must be concesled from people's eyes, 
The light should be upon the goods. The display should be arranged 
so that there will not be any deep shadows anywhere in front of the 
goods. 
Colored light can be used if carefully arran 
used exactly right, colored lights change 


ged. Unless 


or make it difficult to see the goods 


They are going in for the deep aisle window construction, 
which was first taken up by the durg store end proved worth while. 


ticable in other lines. defier, who suffers 


tals, can well profit by the new ideas prese tod in in- 


Various designs in store 
ions in the deop and wide — 


smuch as whether 


There was a time when the retailer paid his rental merely 
upon the basis of sqeure footege, and the wider the store the 
wetter he liked it, because he had an idee that a store with a 
wide window display efficiency and thet the big, wide square 
Recent investigations have completely reversed these motions. 
Let us consider three types of store fronts and shew windew 

ements now commonly being introducted by architects. There 
a are @ hundred variations. Sut these show some of the new principle 
which have proved effective. 

In the No, I Front, shown in the illustretion herewith, we 
have a 40 foot store. ‘The fr 
windows at building corners 

iter of which is the entre 
na 10 x 15 feet of metal bese ana ell glass fr 


it consiste of tvo small eangul 


with a semi-circular sweep in the 


FOO, a single, . large 


assed on the result of actual messurements on a 
tore on 125th Street, Mew Yor City - shows that this 40 feet 


Mid style wintows were too deep, these are 
sed. for the “elancer" who passes. They give less actual 
ow space, but more effective utility. They elso offer a 

right and left asile which enable to be gotten in and 
out readily on a busy 2 @ customer comes into this store 

he 2 as samples of your goods all the way in and when he goes out 
a ee In. No. 2 Front we have o 


crowce 
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good sample of the store facing a busy street that is anxious 

to attract the passer-by to its goods, It is suitable for 40 to 

80 foot fronts. This window arrangement. offers less actue 

window age than No. 1. It consists of two 6 foot windows at 

. : ht window strip 

rumming beck to the entra: arch ~- ea matter of 20 feet or so, 

In the middle of these two sloping windows we have an island, 

10 foot front, % foot sloping sides to 2 5 foot base. ‘This allows 

space for the entrance and exit of trade, even on busy days. 
vcen edapted by many Variety Goods 


Stores. it offers 
But more than 
ing else the wain attraction of this plan is the island show 
hould always be kept in mind. 
No, 3. Pront, fit for the narrow and deep store. 
illustrate o deep store, say 20 feet wide. Here is where the show 


at | nls sarry out some such plan as 
this: One 3 fect window at each of the two building line corners, 
with stoping show windows on each rumning back to the entrance 
arch very much like plan No, 2, in the middle of this entrance 
which can be as much as 25 fect in depth, we have a long, narrow 
ieland of glass, S$ fect wide and 15 feet long. In a layout of this 
kind the retailer has given up one-third of his store to show 
windows, How, the question may arise. Dees it pay? Yor this 
question I will say, it does pay, because it attacts 
and an turn increases the volume of sales, slthough the first in- 
| Will be a little greater, Yat this will be made up in 


more people 
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To. 4 Front. The store window set at angles afford better 
es well as from the front and to increase display space. 4 Germen 

nt has constructed his show window in trangular wits. The 
plan gives a store in the middle of a block something of the 


setive myers may view the goods from the side 


inclined to believe that the back c 
shut off the view into the store,, This serves to foous the 


attention of the passers-by on the merchandise. It also prevents 
people on the inside of the store from staring st those who Look 
at the window display. ‘“aving the bac! 
out dust and dirt which is a good 

The color of window backeround is a much decreased subject.” 
pends on what is to Ge 
displayed, The ideal is to have a centrastin 
each display. Since this is impossible beceau 
eost, the seme advantage is secured by hanging 
desired color back of the main part of the display. 


of the window closed keeps 


se of prohibitive of 


materials of the 


1. Purther information see Chapter “Color and Light™ 
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ry store windows ~ eleanliness inside and outside, “any 
ae ae fail to attract be pause the window glass is not 
or dust, soot and flyspecks are allowed to remain on the 
s and the floor of the window. lUvery mornincs, store 
windows should be washed from outside and inside ané should be 
cleaned at the time of changing display, | 


it is usually put first when 


Interior Dhephay « and Store 


quite plain end serviceable, it is easy to suppe 
head of the establishment is small an 
quently that one's money coes for merchandise rether than 
A eustomer entering a store usually has one or two articles 
in mind to ask for. The price is attractive, so that if orices 
ments of goods plaintly indiested another seles may be 
easily obtained ) | 
| Clenn-cut displays, legible prices, well arrang 
_ @ Liberal amount of goods on exhibition ere the things that make 
* quick turnovers and ! : 


Wide aisles and plenty of open floor sy ace give customers 


if they ere obviously 
ee that the ov 


@ the prices low, in proportion- 


\ 


- room to walk around and look at your goods. People see things 
they didn't come in to buy, ond buy them if they are attractively 


eae ee 


The majority of people like to trade where the store is cheer- 
ful, clean and attractive, They eppreciate good store fixtures. 
of using only the best fixture, equipment 
end labor saving devices, For show cases, plete class mst be 
used, because ordinary window glass distorts everything seen 
thwough it while plete glass gives the best view of co 
greater strength is an additional economical reason for using it. 
¥, it is becoming more en’ more | 


portant to use plate 
glass in the field of Variety Goods Stores because it incresces 

| ae: m ones that are placed filet against the wall and run six or 

eight fect high. Sales are made from the front of these 

Ag these fixtures take up only ebout wo feet of floor space, they 
save half the space used by the old style counters and eases, 


3 satiafactory kind of show cases are those 


r are especially excellent for displaying jewektry or similar 


in the Variety Goods © vet 
and quick apprentication in the st 
: 43 hings as store signs, window 


omy, uniformity 
"Ce Variety 200C.a 


stores are 


4 Where shall the merchandise be place@? Uxperience has worked 
gut rather definite positions for most merchandise, in a store 


a 
Ra ere 
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te olitan Stores, Inc. > 


“. “ells, the manager of the vetr 


says: 

You have to mow juet what goods will sell in certain 
fosétions. Jewelry, for instance, will not sell inthe 
basement, tut mst be well up towards the front door 

lenty of light. “en will not hunt for things; 


mae atore of the fF. VY. Yollworth Company is a 
Candy, Toilet Articles are et the front. 


arranged Variety Coods Store of today classify 


Pro pt : ly in 


“ticles or service which the prospect needs. 


Joods thet they might be induced to want. 
foods that they do want. 

it is @ commor 
goods most in demand will be found in the rear of the shop, while 
goods that depend 
. given a first position. 


practice now, to so arrange the store thet the 


upon sight, teste, odor or salesma 
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Steps three minutes to each department 
and counts the customer to that department. 
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Sompany’s, Philadelphia, “arket Street Store 
: 
3 
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fm Aetual Data of Selling Activity 


P, W. Woolwort! 


ts, Peb. 15th 1926. 
Method of Investigation: 


P #<«-Prospective Customer 
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* - & al Fluctuation, betas Fluctuation. 
anus of products and Various Merchandising 


plans and phlicies. 


In thie section I wish to discuss the pases of the sal es 
problems | 

«A, Causes which lead to Gluetuation in sales, either regular 
| or ipregular, over periods of time. | 


Lety Goods Steres 


8. The general nature of products so1d in Vex 
3. Various nerehnndi cing hans and policies. 
Seasonal, FLUE EUCTE Om » Variety Cood is Ste re organisations, a 
a! most every other merchindieing act ivity, are. affected by seasonal 
trends. Christmas is an almost universal bind ant to ever; 
wusiness. Tyery product has seasons during which sales show a tend 
€ ney to fecreere. Sensonal setivitics are voguler in occurrence, 
as differentiated from | 
ternste at intervals. 
The sales of these companies are a goud illustration because 
| primarily affected wy good or bad tines. The chart 
diately shows ¢hat ead! inas beings a creat peak of 
wuginess scvtivity. The gales for the month of December are dowble 
those for any preceding month and almost three times as laze as 
those for January and Vek 
finite percentage of increase year by yoar, 56 that i+ is poswible 
to forecast with great precision the volumes of sales whieh will 
take place during any monty of the coming year by comparisen with 
Sales during past years for that sase month. (in a later chapter 
I shall desoribe this more thoroughly). 
In addition to the Christmas peaks, it is found that a minor 


wiede of prasperty and depression, waich 


The Gales, Moreover, show a dee 
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‘yaise take place each year in larch or April. This can be 
attributed to Zaster sale: | 
Business Condition of » seseuen: Gael Business. 

uding Se 10 sent ne surfer 
The Woolworth sales chart readl- 

pression of 1920 « 1921 failed te re« 
ee the healthy growth of the chain. in fact, 
l¢s 


| She Product. 
he Variety Goode Stores, an I have suid vefore, originally 
carried ® Special Lowaprieed line of goods, tut to-day they are 
arrying almost . ny thing that is obtainable et popular prices « 
Staple, perishable, necessity and semienceessity. 

However, there are some 
sold in Variety Soods Stores. 
Re Meet Caney 

2. the produ 
semienecensity. 
3. ‘the article should be portable - so as to ndnpt 
the cash and carry plan. 
4. The product shewld be of such a nature that will 


principles which gevern the products 


the goods which tums quick. 


et should be preferably a necevality of 


pervent centralised and Standarciged exeeutive 
controle 
| The Number of Produtts, 
Aecording to Prof. Duncan, 92 per cent ef the stock of the 
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Variety Goods Store is made up of everyday necesuities, of4per cent 
dy and jewelry novelities 2 per eent, and fade and 


_* In addition to this there is au epportunity for txying eut new 
goods. Some five and ten cent stores, like Kreage take en an many 
af 48 different lines of gocds, including grocierics, autouotive 
parte, radio parte, ete., and some 5 and 10 cent stores, like le 
Croxy, carry even 4 photograph gallery. Of course, sods fountains 
and recteuvents were running by almezt all 5 « 10 cent siore chains. ) 
«Xt dp eladimed that unless by raising tho price Limit 1% is 
difficult to expand the lings carried. 

Byidence in support of this agrument is sustained by the fact 
that all Variety Stores, with the exception of the Yoolworth Company 
have raised their original prices.” 
sss he five and ten cent store should be an e 
the comainities favour and diefavour. This is easily attained in 
menber stores allowing the sRlection cf goeds in wide seane te the 


“act vefleotor of 
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1. Purther discussion will be founc in "Pricing and Turnever". 
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Candy 
Jewelry 
Netions 
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ante of 6 « 10 cent Stores in 
RhsLatel pase. 


3S, 5, Kreege 


Candy - 
Jowelry 
Netions 
("air goods 

other than 

hair goods 
Undemrecar 
Lanyp shaces 


Sgationa: 
Toilet (Drug) 
Handkerchiefs 
Musie 

Sede Fountain 


House Surnishing 


Dey goods 


Netions (towels) 


Hosi exy 
= 

Ki tehen 
(Saxrthenware ) 


Mnameled (Bagh 


room outfit) 


Croekery 
OlLageware 
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Crockery 
Glassware 


Dnamel 
(¢ roekery ) 


TMrware 
Radio 
Silverware 
Lavdware 
BLeetrie 
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Five and ten eent chains frequently grant temporary concesee 
one to manufacturers. ‘There is considered exeelient publicity 
and in wany cases serves as a drawing eard for the store rather 
than as an attempt to sebl the goods. 
| the arrangement ordinarily is that, after the concessionaire 
noves on, the chain is civen the agerey and o certain pereentage 


ef profite mado during the conession. 

Permanent concessions often form inieture chains within chains. 
— may be true of the meuic coimter which is run by a special 
Such « department 


woony having a brangdh in each of its storer. 
Gonsidered an added attraction and an inducer 


to the etore. One 


nent for cuatomers 


1 


to come in. A singer will often draw a crowd 
rants a aresexy goneession in its store a8 _ drewing card. 


1. Nayward 's Chain Store ppe 403. 


16 bro poss 


ak. ee 


Ps 


tetas LO OR 


ream 
Mae 


h 


Tek T ha Mata igo ie Be Beem Oe a cara Re es RY Uk kOe ee eke ge Oe 
a ee dd tr Ie eae ee CM ae erate 


96. 


PART IIT, 


| Chapter I = = Purchasing. 


In Vart ety Geeds Stores the ability and the practice in selling 
goods at lower price has revolved about the question of purchasing, 
The Larger the organisation, and the larger the orders which it 
ean place, the better the price which can be obtained from the 


d even now prominent in 


manufacturer.  Jobbers were at one time w 
orgamizing ond helping small Variety chains or independent Variety 


Geods Stores, but as soon as a store is changed inte a chain from 


am independent it stops buying from jobbers, wherever possible, 
and goes straight to the manufacturer on glowed. 

The ability to buy the right go 
of the first ond most important requisites of Variety Goods Stores 
success. Thie ability, in the great majority of cases, is grined | 
by ad centralised purchasing orcanization and a trained staff of 


ods at the right prices is one 


In general the Variety Goods Store, especially in chain 
the jobbers 
n, which in many cases is a8 low as 2 per 


systen, prufers to by direct, because in this wx 


(on wholesaler's mares 

: cent, ean be saved. Even 2 per eent is a larce consideration 
“when several carloads of one item are used in the course of a 

- year. Naturally the chain Variety Goods Stere work to get on 

‘ ‘the direct selling list of all the manufacturers. This is not 

gw easy task. Manufacturers, under the veiled on open threat 

’ of jobbers to discontinue their lines hesitate. | They ate Ulle 

§ “eortain as to the continued prosperity of the Variety Goods Chain, 
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ally the ene wenn whunded: goede ave’ wenstened 
atu eo of the manufseturer has alse changed he prefers 
abe ¢ mera demond for his products by judicious advertia. 
hg rather than to shut himself out of a sure and steady retatl 
ou ete This, ef sourse does not mean that the jobber on buying 
agent has been eliminated. —  Prpequently articles are needed which 
Le are | uses in such amali quantities that it is found better poliey 
4 te. Let the jobber carry the risk and pay him for it. ‘This is 
a oh true of articles the price of whieh is likely to fluctuate 
wall Variety Goods Chain 
utilised the wholeseller ond buyi: 


| a a ‘the vig ta any ong: sand anton is an important individual, but 

i the Variety Goods Business his position ie particularly pronie 

| ment. The old adage 49 “Goods well bought are half cold", It 
goods are not well bought the problem of 


dick, | Anereases with the carelessnesa on inefficiency of buying 


Large organization the buyer ie an expert in some porticulsay 
line, while in omaln organi sutions a buyer often has to turn his 
attention to many diseinilar articles, He must know the manus 

‘turere of that articles, he must know the sources, supply, the 
wnels of trade and the market trends. Also he m 
cha andise ttoat, mrketing nothode, the best system of Store 


ot know 


ee ages 


at ws yurally ‘one of the , main considerations influencing the profit 

e makes. tor his employer or for himself are largely the result of 
8 enre in paying just as little os possible for the goods he 

‘pur ° ses. Suppose for instance, that the manufacturer's quotation 

me a certain kind of glowe is comparatively low and a leather 

‘anes seems to approshing whieh indiestes that the cost of 

ondwear will go up before LORE. The buyer places an order for 

ere of these gloves and by the tine they are delivered the 

price begins to climb. In the Variety Goods Store such a rising 


market price is a chance to offer more quality goods at 2 cheaper 
Pp rice than the market price, instead of taking the advantage or 
raising the retail price thus the cause of the buyer's tendeney 
to stock up heavily can be plainly seen. This may cause him 

to overload on some things, if he is not held down by the 

speci fications of the merchandising man. This tendeney on the | 
part of the buyer renders him less capable of seting as merchandise 


ing man, because he is apt to judge demands in terms of what he 
ople want. This point 


“ean buy, rather than in terns of what pe 
! is especially important for Variety Goods Stores becuuse this kind 


of store ‘must accord with public want. 
~The desive of the buyer to save all he can is naturally lead 


om wah to puy from the lowest bidder. This method net only socrifices 


tne demand for it. Therefore such a buyer is not appreciated by 
ai fd and leading of other weir Sometimes a buyer does 


3 SE ESE ES MD ee Mat es. 
a ie “f t oe % 
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: oe the merohandi sing man specifies what brand of avtiele és 

; be desi red by the customer and the time in which it must be delivered 
there is less possibility of purchasing being influenced enduly by 
- the friendship of the buyer for « salesman of wholesaler og 
factories who carries nothing but a rival brand. 

| | Frequently the mm vho act as beth buyer and merch mdising 
man in a omall store is influenced Largely in hie judgement and 
"prediction of demand by the salesmen with whom he deals, Then, 

. again it is ture sometines that small store ovners may not give 


a proper consideration to a line of goods suited to the needs of 
their customers and buy goods which do not answer the purpose 

q , 80 well, Largely because of the confidenee and good will they 

4 have for a salesman who carries another line of merchandise. 

* National Prestige not always recognized lecally. ‘Sometimes 
dealers unwisely carry what is known a8 "Standar 
; at a Low margin of profit, when the deman 
. some other brand at a higher margin. Because some times tne 


" brand cooda 


d is just as good for 


: advertised goods will be more suited te the local condition and 

} can furnish at Lower prices. Then, too it may be that the 

gq national advertising does not veach lecal customers, becouse 

a they do not subscribe to the publications carrying it. In order 
that the local Variety merchant may judge the value of national 

: advertising among his customers, ourveys should be conducted to 
determine what magazines, periodicals, ete. reach them. This is 
also necessary for buyers and merchandisers Large chain storese 

: There are merchants who do their buying almost entirely on 
the basis of habit, just as some ef their customers do. They 
have found that in the past it WAS @ ~“ thing to purchage certain: 
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| goods, according to seasons from a particular house and they keep 
on doing their buying in the same way, regardless of change in 
circumstances. Suoh » purchase saccures from lack of market study 
or ignorance of market conditicus. 


i Ad I said before the study of markets is an important 
qualification of the buyer. He must know how it will be affected 
by changes in the weather and by the coming and going of the 
seasons. He mast take into account the constant variation in 


gea brought about by education 


the tastes ef the customer, the char 
and environment. 

The Variety merchant must analyze demand to see whether it is 
steady or temparary so that one sale to a customer will eatisfy it. 
if the demmd for some articles were te increase rapidly, it would 
be impossible to produce fost enough to meet it; other merchandise 
offers a better opportunity for increasing production in proportion 
to demand. The Variety merchant or buyer alse must take inte 
consi deration the degree with which the new goods will be in 
accordance with conventions, customs, traditions and standards of 
living, society and religon. 

Immediate environmental factors which govern the type of stock 
carried by stores are as follows: 

1. The trend of taste as indloated by sales, buyer or owner 
should know that the customers buy, through co-operation 
with the Sales department and guide their purehasing 
aecordingly. | . 

2. Requeste by customers for articles not carried in stock. 

Often customers ask for goods which are not in stock. — 
The probability is that they have seen these goods sold 
or advertised some other place. If the Variety merchant 
does net meet competition by adding te his stock the 


things requested by customers, they will go to the stores 
where such things are sold. 


LOL. 


| 3. The Suggestions of Salespeople: 
.. The salesforee who handles the goods from day to day and 
meets the customers demands, naturally formulate a few ideas as 


the result of their experience. If the storeowmer encourages his 
employees to be on the alert 
valuable suggestions in ordering his goods. These methods are 

+ ‘lready applied by many great 5-10 cent chain stores. such 

ean be utilized in connection with the statistical cooperation 


and offer suggestions, he may receive 


: between the buying and selling force control of stoek which I 
“WALL Later explain 


(Gueh are the qualifications and methods of invesication 
the buyer must have or mist pursue. What is the condition of the 
budget in the chain store? They usually belong to some lecal 
or national organization of purchasing agents and subscribe for 
pub ications devoted to purch asing as well as trade papere of the 
industries from whéth they cet their supplies, 
om of sequaintances and are exceed nely active business men. 


They have a wide 


Li purchases in the chain store are made by the buyer or 


purchasing agent, a3 a general rule and in the independent store 
purchase are made by ower or through a syndicate. 

Lecal mangers often have an opportunity to pick up peri shable 
4 : goods from local sources at low prices and sell them at a profit. 
Some chain stores doe net allow their managers thie freedom, 


How far may the ovuyer aet on his own judgment and to what 
extent must he follow the policy of the store? 
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fur amid one 


the abt 


a. le Por staple sellers 5 certain rate of turnover hos been 
G quality or atyle of goods is needed. Therefore, the buyer is 
q —* te keep a reasonable margin ehead of requirements. 

; a Re With novelties wd new products, the store manager is 


a eften civen 4 certain amount «nd told te feature it. Ag results 
ome in the buyer is informed and from these results he makes 
wohases. if a buyer could prove te the management 


sroduetion a certain plant for a year snd also could show how 


that product could be sold at profit he would surely be authorized 
te. Be. ahead and make the purchase. 

Some of the lorger chain stores permit local seaiamioe 
some cases, as has been mentioned before. In the big cities 
here there is more than one store, an assistant buyer may be 
sent out to pick up articles out of stock to tide the stores over 
apany 


The store manager may be allowed to pur 


Lpments arrive from the com 


chase any extroerdinary 


bargaine, provided he is sure he can dispose of the merchandise 


a Woolworth Co. 

q 1» The manager places the publie's water, whieh is expressed 
a in terms of buying, with buyer, the buyer's places the public's 
a order with manufacturers who can deliver ite 

\ 2, The buyer always furnishes a list of geese which «vailable | 


for immediate shipment to each manager of the stores. 
8. «When buyers buy an entirely new item, they go ta the 
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‘market with what is practically « written customers order somewhat 
‘like a steck clerk carrying 2 memorandum of iteme. 
. s These demands are analyzed and reduced to quantities. ‘these 
2 quantities are compared with the first demand for other items which 
j were introduced in the past md are now successful, The agcregate 
r demand 98 reprosented by a total orders from all managers goes to 
: the buyers. The buyers: themselves however, cannot deal in mere 
1 ‘figures and description of goods. the buyer personally must net 
only know the goods, but must first know the consumers' tastes, 
4 sense of consumers’ demand must be a part of the buyer's mind, 
and must govern consciously on unconsciously every decision he 
848, Kresge Company: 


a a Sy 


eee 


: Kresge Company ‘s buying policy micht be summed up as follows! 


Sen egy Oe een ere 


ean 1. To buy nothing unless they know it will sell - unless they 
q have tried and found out. 

. 2. Then to stock only in such quantities .9 will insure 

bolt A amok turnover, , 

: Se ‘They want to sell se eased that they cannot be caught 
[ ow price changes. 


1 . the purchases of a Variety Goods Store are made strictly 

— aecording to the criterion of what goods it is going to be able to 
g ‘sell, and at what prices, That is, the needs and desires of the 
comity to whch it caters are paramount. If there is a call 


fer advertised goods, the Variety Goods Stores try to satisfy this 
«Calle 
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As i expl sined before, some communities demand sdvertised 
brands ; other prefer the larger quantities possible to bbtain 
4 from the Variety Store's ow brands, 
Tae buyer of a five~andet en«cernt aniwes is said to divide has 
purchases more or less as follows: 
le Advertised lines: ‘Sueh articles eateh the eye of the 
consumit immediately on entering the atore ond make prestige fer 
the five - and « ten - cent company. | 
A branded commodity, through the ald and guarantee of a 
store, the cowoperation of the salespeople, tocether with clever 
advertising, when est ablished, wine the confidence of public, 
The consumer triee the commodity, begins to have confidence in it 
and is satisfied to try it again. ‘Then by the sampling method 
which naturally is profitable to the manufacturers and ste res, 
more and more advertised articles are finding their way to the 


counter, 
8, sApticles which will give the impression of a great deal 
for the money. ‘These have been purchased by the chain at bargain 
prices, with this ona in view | 
: ' 3% ‘Speeiol feature articles made te draw trade. Buyers 
should constantly lock out fer good prices, ‘but it is a mistake 
te imagine thet quality should be sacrificed. 
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buying will belong to this classification such buying 
is usually done many months in adwance. The buyer keeps in mind 
| | the fast thet for instance Christmas spirit moves many people te 

j buy merchandise thet they would not think of purehssing during any 
| other period of the yeor. The appearence of the merchandise is 
a usually of more impertance than ite actual valuation. 

3 A chain store ordinarily has te mointein « certain standard, 
In fact, a great port of ite trade is obtained from a recognition 
of that standard of quality. ‘The buyers must keep this point in 
mind all the time, whether they are pu 
goods, 


wchasing branded or wibrended 


| Sone buyers have found it to their advantage to co-operate with 
the manufacturers. They open better epportuns ty for manufacturers’ 
dd otribution of goode. 


Manufaeturera, aa the F. W. Woolworth Company says, are not 


necessarily meroh andi sers, Many times they cannot see the 


possibilities of on item they are shown. uyers have frequently 
; gone 80 far as to show manufacturers how they could revise their 
q methods a0 a9 to increase their efficiency and make a larger oute 
. put ‘possible. | Unless they co-operate so as to enable the 

a manufacturers’ to make a fair profit the sources of supply of the 
q buyers will be certailed,  %0 that they make an effort to co«$ 
i “operate with manufacturers ad much 28 possible. 
Chri otmas tree ernaments were searcely te be found mywhere 
; during the first years of the World War. The Voolworth buyer ine 
 @uned a manufacturer to tray some experiments and as a result the 
it weiphis orgmization sold millions of Christmas tree ornaments. 
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| Woolworth has been given as an example of the good results 
q which ean be obtained by close contact ef the buyer with the 
4 manufacturer. ‘nd this method is appriceable to any Variety Chain 
q Steves, The buyer shoudl remember that anything which helps the 
4 manufacturer to make more money will in the end result in a more 
satisfactory price to him. 
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As XL explained before the buyer can utilise the manufacturer 
and at the same time the manufacturer can use the buyer to his 
advantage, that is for sempling purposes, This is comporatively 
a new development and is the manufacturer's object to obtain as 
much publicity as possible for his product. 

| — Their products must sell themselves and they must pove the way 

| fer this sale by publicity ond they must keep the way paved so that 
this article will sell. The buyer for the LO-centestore will not 
purchase articles of thie kind unless there is a demand for them. 
The manufacturer cannot have his sampling done free. He must. 


ereate a demand. ore over the weak point so far has proved to 
_ de when the manufacturer desired to sample his article where its 
“hold was weakest. ‘This is a di rect oppositien to the policy of the 
Variety Chain to sell it where it is strongest, However, the 
{ usefulness of sampling method is obvious, because it pays both 
4 the ten cent stores and the mmufacturer. 


{ Moet of the beginners buy toe heavily. This puts them in a 
4 position where they cannot moke their capital work to the Limit 
where they eannot get the compound pure cream of profits. 
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fe mine « out, ‘of ten merahante will admét they are not making enough 
‘profit. And when they follow the thing down to ite logical 
‘Cor 13 | m | they discover their trouble is eansed by their failure 
tot tum their stock often enough, ‘Two things aecount fer this 
fotiure to get enough truns? | 
ag First « « Too mua 


, of a few items, 

_ Second + « Not enough items 

a In otherwords they are overstocked. They have bought too 

4 : much merghendise and bought it wnwisely, They are cetting only 
= few profits, when, on the name investment, the same overhead 


and the same mount of work, they ought to be getting many profits. 
Then the Variety merdhant uses up his limited capital and room for 

! : pur hasing and ai spl oying of only « few items, it is easy te 

i “see that his capital io not working hard enough. ‘He sees the 

q need for more items, Sut he cannot set them because all his 

: available Gapital 18 already tied wp sae nie selling space filled, 

| i : Purchasing | re 

| .. Chains Cash. 2% ten days, 


‘Small Chains Cash or Note 2% ten days, 1% thirty days, 
Independents : Dixty days, net 


i : : This chapter has described the general aspects of the purchase 
" 1S problem in their broaded passes. The constant trend of the 
Yariety Goode Chains Stores towards a more direct purchasing con~ 
toot with the maitfacturer or other sources of supply has been 


This purchasing economy is effectually swmed up 


4 Cais | Silane reading 5 « 10 chain md whole saler of votin. 
— gees (I can't give the name of company beeause of 
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in the phase "centralized purchasing department and quantity buying" , 
The independent Variety Goods Stores, two, can be apply same idea 
through the co-operative buying asseGliations. ut independent 
stores cannet get such efficiency as chain store system. This 
indieates that purchasing is one of the essenticls, but it is not 
the only one. 
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menor I — the Warehouse. 
ALL goods purchased must ordinsrily be stored somewhere, 


a either in the stock room, public warehouse or private warehouse. 
a The articles atta which I am going to write ean be placed 
/ any of then. 


| With the increase in sales volume, the tendency toward 
specialization is exemplified by the development of the modern 
Supply Department (some times called Receiving Department). As 
the Volume of merchandise inerecased whieh wos natural in Variety 
Goods Business, such a method as counter receiving mene became 
useless. 

Again, as the volume of shipments inereased, memory could net 


longer be relied upon. 4s a result there developed a definite | 
‘Reed for specialized workere to handle incoming shipment in 

| @entralized place and to prepare goods and to distribute them to 
7 the selling floor in case of either the independent chain system 
menber stores, 


Supply Department receives goods which is bought by purchase 
ing department and stocks it in storeroom or warehouse. When 
) : there is requisition from selling floor or member store they not 
only ship the goods but also they receive and redistribute it te 
‘the hofeselling departments of all supplies purchased from | 
. vendors, | It also involves all operation upon merch mdise 


: necessary to prepare it for sales. urthermore it includes a 
Complete cheek and control of merchandise until it reaches the 


nine 4% 


. ae tay the case sph peoniprdtay posi move goods from receiving 
te their member store, | 


The quick ond profitable sales of merch ondi ge ae 
extent on the speed with which it passe ugh this department. 
it the pam is stored in stock room or worehouse, it ic the 


ie to some 


& this cose, the interst is net only in keeping stock records 
ng the outgo of ninound at a minimus, 


7” “me ony way to make sure this dees not h@ypen is to keep 
7 quate records of ahi ponents and to check the contents of all 
‘containers. 

= This peetection ie asoured by the careful cheeking of invoiecs 
gainet, orders. But this function belongs to Progress Yeportment. 
we : : if ao vendor takes wetion contrary to the store's inetruction 


’ decent the excess charge from ite yeament« It io a great 
: that invetoas bé wassed throwth the oupsly department 


oes 


aoe 


“end to the accounts payable promptly, also that none of them lost 
on the way. | 

, i In practically 211 lines of merehandise cosh discounts are 
a allowed for prompt payment. Sut prompt payment is impossible 
: unless the invoice reaches the accounts payable office in 

finani ca department, without delay. 

The supply department should be located in the central office 

7 in order to supervise and control all shipping and receiving 
! — aotivi ties. But thie dees not mean thet the warehouse should 


be one, in centrale 


My, Hayward shehad ry “mere are some general rules in this 

as in the other phoses of chain store operation. 

é | 1. ‘The warehouse should form the half of the chain circle. 
1 % is a chain ie not really « ch&in in the sense that each 

th store forma a link. It i8 more like « wheel with the 

warehouse at the center. 

‘This holds true whether the chain is n ational on Local. 
A chain organized in the Baat me y hove to heave warchouses in 
San Franeiseo, Denver, 1, Chicago, Philadelphia 
. and New York, ete. In other words, there are a series of wheels 


Onaha, Clevel om 


_ seattered over the country, If the chain is local the warehouse 
should be located as nen 
this seves time ond expense in deliveries toe 


y 28 possible in the center of the 


: member stores. 
_ menber stores. 
a, A chain warehouse should be located with the eye to the 
‘future. Where are the men stores going te be? “hich way is 


\ atewaoe ds dn 
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popul ation. growing? These are only two of the many questions 
whieh in consideration, form a complex problem in commercial 
S. ‘the warehouse must be located if possible on a railroad 
: siding, so thet goods can be transferred directly from cars to | 


the warehouse. 

4. ‘The woarchouse can be located to suit ite own convenience 
and with a view to reducing everhend. It can be located in other 
words, vhere rent iv cheap. It must however be easy of access 

‘by road, so that trucks will moet no interference in coint te 
and fro. 
| | MARKING AND STORING 


The need for control for flexibility ond for speci ald zation 
makes it unadvisable to turn merchandise over to selling departe 
ments until it is wanted for forward stock. 


Receiving, morking and atock rooms should be under one 
‘management rather than responsible to three independent heads. 


aotivity the more people over which > 


q In any line of business 


q : pesponsibility is spread the more difficult it becomes to fix 


. 


| Control of the stock room or worchouse by the supplying 
: menager is expedient because of the need of close eonoporation 


pen the menene: 3 voom and te reserx¥@. 


) “Me prompt and eontreLied flow of perch andes from the 
revetving nei or the warehouse to selling voint i= *h« 


ome 
sethetie: 
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ment. Merchandise should 


goal ‘to be sought in the supply depart 
"reach the selling point (membex stores) or steck room « few hours 


a after it is received, 
i ne Note also that waste cansed by limited spsee for goods must 


have ample rooms to make rapid movement. 
THE RECEIVING POINT (1 UW ARSHOUSE O28 STOCK ROOM). 


The point at which merchmdise received. 
The Receiving Fistform: 
The moat satisfactory form of receiving point is a landing 
“platform, fitted out with a booth and adjoining the elvators that 
ear 


y the shipment to the reeeiving room. 

7 The receiving platform should be located at a sufficient 
distemee from the street to allow trucks to back up to it without 
vle king the street or cidewalke 


7 the location of the elevators is also important as their 
peaber. Net only should they adjoin the receiving point, but they 
should be in a direct line withcthe receiving room so s8 to trans. 

| pott merchandise rapidly. 


Many kind of trucks are used in transporting shipments from 
receiving point to checking floor. An adequate number of trucks | 
3 is an important consideration ond all should be marked supply 

| department, so that they can distincally be lecated, Many other 
arriore af either the large or small varhety is necessary. 
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gtook; According to 
y of demand, 9 jeording to weight, according to group 
ations, ete. The warehouse superintendent must determine 
i according to the nature 6f the product. It would a 
gable lowing hints: . 
is Do not overerowd the goods. ‘They must be easy of aeue 
when goods are repriced and alse 
addition to or removals 


ey stated intervals and for mokir 


_ Old goods should be in the front, so that they may be used 
iret, thus insuring « fresh supply of goods at all tines. 
By Heavy goods should be as near a8 possible to the place of 
é =: as to save effort in manne. 
3 soked should have a regular place, so 


riving and on leaving. 
and other office supplies must be kept 


merchandise for salete 
mt and efficient handling of stock will 
ea and precaution should be 


in filling orders md in speeding up- 
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ee At the central port of the company the warehouse superintendent 
is direct control under the supply department. Monager, but in 

the dist mt warchouse from center, the function of supply depart. 

t ment manager must to a certain decree be delicsted to the warehouse 


| superintendent; so that he has more responsibility thon central 
wehouse onporinivadonts 


_ Requisition blake may if desired be designed accerding to 
| nt of steck in the warehouse in order to make it 


easier to fill orders. 
wever themst importsnt thing is te avoid all possibility 


of error so it must be as possible as simple. the vequd sition 
bank on which the store manager merely losses what he wants is 
not ordinarily efficient. 

i If the warehouse is divided inte. several distinet departments, 
the store monager should be instracted %o meke individual orders 

on e: rgondzation from which he ie 


— Ad Tt have stated in Budgetary control, the perpetual inventory 
stem is aiffioult to apply to the Variety Goods Business, So 
that I recommended the application of Feriddie Inventory, monthly 


ag —Soonlngad send-monthly or Aap hood You can aprly pane. 


oe rther information see e Haymardte “chain Store". p. B» R67088 S 
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Inventory System by using separate aegount for each article. ‘this 
—_ is be good for business becouse it is accurate. 
’ ) | There is one other method which 4s controlled by Procress 
q : : Department through Supply Department and Furchasing Departm 
: thod I will outline in the chapter ""xecutive Control*. 


anit. 


: . The merchandise warehouse means ubiie merchandise warehouses 
. or small Variety Goods 
x ‘& private warehouse can utilise the public warehouse to almost the 
| same extent thet the large Variety Chain utilize their warehouses. 
: fe et By this method the independent aid sma) | aa 

their stock ag low ap ie practicable because of the resultmt 

aphd capital turnover. : : 


| Cheine who can not possess 


a sane 


‘o Le@els amounts to neareby centers. 

' 8. It issues negotiable and nonnegotiable receipts snd 
4f desired allows credit to be obtained on mer 
«B.S Tt provides insurance wd keeps fire risk at @ mininum 
through separation of stocks stored and through maintenance of 
sprinkled sys tome. 

4. It veduces freight charges. Car lots are carried at 
Mm lscel. shipment, and the 


+8) andise stored. 


a lower vate per hundred pounds th: 
warehouse provides a center for breaking these carload shipments 
hieh is mush nearer to the point of final distribution. Often 


« 
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“the necessity of providing large storage | 
gin, espectally for seasonal commodities : 
wld be on idle investment 


‘ 


ered and secure storage vhere 
at Most warehouses: 
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PREIGHT RATES IN RSLATION TO CHNTRAL WAREHOU. 
DISTRIBUTION». 


at | Generally there is a considerable difference between commodity 
- garload and Le@el. freight rates on general merchandise. Commodit- 
; ies which take the first class rating in 1.c.1. smouhts often take 
a third-class yating in car let quantities, The difference in the 
E fretent charges on s quontity ef goods ig frequently sufficient 

, 2a idling costs without reference to the 

. services that obtain in warehouse distribution. ‘arehouse 

a services, however we used regardless of $rans portation hb. 

an ammo unt Large enouch to pay storage charges. 

6 In a brief presented to the interstate Commerce Coumi esion 
of the Anerican Warehousenen's Association end the central ware. 
house men's Glub, 1922 it was found. - 

a : the movement by carriers of Less than car lot frei ght veces 
spect al service of all kinds, (a) costly terminal facilities, 

(b) a large clerical force at local stations to check, bill and 
obstract the many small shipments, (4) a lorge force of clerks 

an the accounting department to properly cheek and record the 
amen transaotions involved, (e) a large eee ferce in 


ede 


| : : Get the Bulletin from the interstate commerce commission. 
 Aleo get a bulletin from the accociation ef warshouse men of 
| desired state, They are indicated city by eity and state by 
state. 


ver goods are pleced in storage the warehouse company 
ov receipt to the omer, on which is a cote 


q dgsues a memorandum 
4 plete description of the merchandise. The receipt alse shows 
when the goods was received, the freicht bill number ond car 
| umber any charges for coopering or weighing any 
‘fer cartage or transportation and the handling and storage rates. 
ehouse receipts, negotiable and 


“ivances made 


_ Thewe are two kinds of war 
. nonenegotiabl es If desired the negotiable receipt may be uved 
a8 ealleteral for credit and frequentiy loans up to 70 per cent 
q ef the value of the commodity stored are granted. 
! — This is ant unusual on staple goods.  “specialiy on seasonal 
‘products are such loans important, for they permit the Variety 
“merch ant to ship them to 2 warehouse in a distributing center, and 
be relieved of the lorce capital tie-up by making use of the 
eredit foeilities offered md placing his negotiable recei pt 
ag colleteral. | 
Whether or not s receipt is negotiable is stamped across 
its faoe and on the bask of the negotiable instrument are the 
4 _ indorsement epaces, This is the only ai tterence, generally in 


the form of the two kinds of receipts. 
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will frequently 
dé. Such leans are ree 


in a central distriluting storage 
stores, the amount 


time lowe readily 

abLe Upon sent etlor of propery documents immcdi ately bring 
aoe te inte our ovedit structure and permit the owner to 
iatbe ay secular trend or large “Feak ond depression” in his 


has been discovered concexni 2 
inventory, Ye mist discover more 7 


er information see EK, Haring, H.A'a Warehousing, Dre 
lway Transportation, et¢e = = | | 
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There will be two types of competition among Variety Goods 
sal one ie the independent store vs. chain system and other 


AND ITS COMPETI 


TIVE BASIS, 


ae WAAL the small independent Variety Goods Store ever go out 
of business? Im almost a11 eases the answer will be NO It 


4o rather opposite, because the independent store has its own 


peeu iar Conditions and advantages which chain system can not 


Let us suppose that, before the chain store comes, you have 
i n your atore successfully fer several years and are making a 
bisfactory profit and are strong in the good will of the 
i ma people. Your room ond windows are not quite modern, but 
F we been good monn for the competition you have 
| Bow chain store comes in; wid the first things to be consider 
e ag follows: | 
saheng whet lines will greater competition <i 

aka be used te combat it? 


Oy 


bed 
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Your pressure of chain store competitions probably come from 
the following reasons? | 

(a) Not buying stock to meet a broad demond which will ine 
clude goods directly in competition with the chain store. 

(ob) Failure to adopt a sales policy designed to offset the 
immense advantages of expert merchandising talent at the disposal 
of chain store managers. | 

{e) Failure to rended a service that the chain store cannot 

: {d4) Failure to take advantage of the “patronize home ine 
ity by fair 


dustry" factors which can be awakened in any comm 
and Legitimate methods. 

@f course, to the degree that the chain store selling 5, 10 
through the backing of its assured oute 


and 25 cent goods can buy 
Let through its ability to shift go 
 gnother in order to find buyers. Independent merchants are 
handicaped in this point. But, after all the goods commonly 
sold on the counter of the chain stores is larcely a substitute 


ode about from one store to 


for quality er advertised goods which the buyer (consumer) knows 

he or she can only get in the shop ef the independent store. In 
other words it is 12 ely a matter of winning the trade of people 
who buy almost solely on price and it is apparent that after all 
thie is the chief competition the chain store offers the independent 
:. merchant. It is not yet possible for the chain stores to compete, 
goods for goods, with the stoeke of most independent Variety 
Merchants. Then buying io st411 larcely miscellaneous md their 
stocks somewhat incomplete. ‘the great majority sre buying, if not 


on a strictly quality pasis, at least to a creat degree upon a 
‘fodr approximation of their necds as to selection, while others 
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are tafivesel by advertising of goods not offered for sale in 

the average 5, 10 and 25 cent chain stores and which may be found 
only on the counter of the independent store, The quantity of 
what might be strictly termed variety goods ip quite large in the 
, 10 ond 25 cent chain store stocks. You will find a surprising 
number of the articles on the counters of the chain store. 

Usually, they are able to sell by a serious margin, but they seldom 
ean euarantee any indefinite continnance of such stock while 


you usually can do 80. 

a the chains by reason of their very large buying facilities, 
thelr adequate credits, their centralized control are very often 
able to pick up bulk stuff that permits a real underseLling ef the 
independent stere merchant. And as these resources expand, it 

a is probable that the independents are going to feel the pinch 
even more keenly. But at that store is » district limit to 
what the chain store ean offer the publ 
magical sbout a nickel or a dime md while the chain store has 


There is nothing 


ie. 


Aoty merchandise itens 


certainly gone pretty far in offering va 
whieh the deal er must eell at forty to sixty cents, 
point ‘beyond which even the callective buying power of five 

hundred stores cannot moke the dime stretch. These sre somewhat 


there is a 


your advantage over chain system. 
* Many people believe that Variety chain operated by absentee 
owner. But as a matter of fact the chain store managers are 


% yeally portners in their incomes on a percentage on bonus basis 
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“and therefore control they own incomes, A heavier sales volume 
“means a bigger salary. Here is the incentive that they work 
under. This system keeps the unit manager on his toes at all 
times. | To all intents and purposes he is a proprietor. Too 
he bmks locally at Least to some extent and behind him he has 
an organized expert merchandisers upon whom he eam ¢all fer 
: “ “hile it ie true all chains do not work this way, neverthe. 
less most of them do. You can well study the steck handling 
nethod of the nearest hata, In this lies one of the secrets of 
their UCC EBS» 

They are feeding constantly their stock on counters, 4iae 
the manager has the machinery with which to test out lines in a 
singhe day end shove it off to another unit if it dcesn't sell. 
While, the independent merchant ususally hoe only two alternations. 


le To cut the price and use up display space. 

2. Or to replace his goods in the stock room 

sé bably the chain store offers the independen: a 

: | Leasen in the great value it pl«ces periodical shifting of 

a werehandise, not only from counter to counter od windew te 
1! window, but from one part of the store to amether, If the 
. | independent store could afford the Lab 
- fabrly expect to increase hie sales 26% through this ahifting 


¥ unvolved, you micht 


alone and this not hard work. 
_-~More over he has something to offer that the chain store 
‘eannet. that is his sercice and goods behind which there is a 
name. nd ag esid before he has a complete stock and one that 
doesn't shift from week to week. ‘That is muck 


in his favor. 
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ih another point of compet: 

e: i nt store has to meet with is the full knowledge of every 
nt (member) monager has of every foot of display space in his 
‘stere is doing in the way of gales ond profits. — 

ms More over, if your store is old fashion it must be changed 
‘up te date models, othex 
cent chain because they have modern stores. ‘The independent 
store must also make good window display ond put out Leaders. 
Then, without cutting down your effort en 5 and 10 cent 

a goods, extend your lined inte higher priced specialties cay at 

4 15, 25, ¢ $1.00 which chain store of your distircts do not 
handle. in genera) hondle full lines of specialties in all kinds 
ef goods for which people naturally look to s complete Variety 
store. : | | | 
: Next, make some Loss Leader to retall st 10 cents only one 


wiee it can net compete with 5 « 10 


4s 
ee i 


> such item at a time md anew one every week.  uppoce you de 
a lose 82,00 a do sen on one of these loss leaders and you eell a 
gress your iene for that week ie ©2.10. If you keep this up for 

. four weeks ‘you will have lost $96400. That amount of money spent 
‘in this courageous way af the start will make your people realize 
a the oid store offers just as cood values as the new, and 

that when they wart anything beyond the range of say 10 cents, 

your ‘Variety Store is only place to go. 

r After all the independent nerehant can compete with chain as 
vell ag other independent Variety Goode Store, if he keeps in mind 
a1 things which I stated and going to atate with fairly good retum 
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| But r will not say that you can beat the chain system com 
etely, unless you opened your store in small towns, with 

a a popul ation under 5,000 where the chain Vara ety Store can't 
keep ito business. 

_ ‘The reason why the chain system has its tremendous buying 
pover, is because of centralized management, many specialist, 
80 that they can afford more efficient work more sales, more 

: profit than individual store can get by same investment. By 
veal reason, 28 Soon 28 you cet enough funds te built another 


‘Between large chaine ond small chains there exist almost the 
oan ists between chain and independent store. 

: While betw “ sins competition is a Little 
‘ Serreemt because thely buying power is not 80 very differnt and 


ing a store 


day. They feor each other. 
be very narrow minded, and it seems 


to be they evens te Comoperate 
since their aims and purposen are the same, | 
Combination-«- There is tendency for the large chain te 

sorb the smaller chain. ‘the greater the outlets the mere com. 
petition in purchasing. fo be able to purchase in large quantities 
a Chain mest have a certain number of outlets and it may prove 

far cheaper to purchase or affitiate with onether chain already in 
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, secure this purchasing 


addition, in order te fumetion properly, 2 chain mist have 
ain size, It enables much more efficient standardization 
@ management and expenses, — ALO, there has been a great 
from one of the chain ste re principles of growth. The 
the number of meuber stores the larger the sales for unit 
_ This is the most patent reason for eubtin ction: One 
best examples for this is the Woolworth Company. ‘the 
FW. Woolworth Co. wos organized in 1912 by combining the 
, ¥, W, Woolworth Co. 3/8 steres; &. H. Knox 
‘112 stores, ¥. M, Kirby & Co. 98 stores, %. P. Chorlton & Co, 
res; C. 8, Woolworth 15 stores; W. H. Moore, 2 stores. 
ding to the table which I indleate in next poge it is 
2 ear thot the Woolworth Stores are not affected greatly by 

0@: ows and depression, so it is true for 5. 5, Kresge. 
) 1914 was the only year to show a 


96 262,616,123 $88, 282 
ao oe aa | 60, 557, 767 95,939 
8 66, 228,072 96,524 


- om te 
920 87, 089, 290 9a! 668 ; 
98,102 
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1,143 147, 654,999 129,162 
pee et 167, 319, 265 tt 
193, 447, 0LO 153, 529 

15, 901,187 24 
239, 032, 946 


:08 Hono onc In the year of 1924 sales per store ine 
almost double over the 1911 sales. 
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mie | fievlt for the independent 
\ store to hold its position with the chain store are as follows: 
| urchasing Price 

disk 


de Display 
‘The Variety Chain utilizes their show window md counter 
to the utmoat extent. Nach member store is in itself an 
: individual amd typleal display. wh interior helps to carry 
a out the atandard plan. Some chain employs the expierenced 
, window trimmed. The goods are shown in the best possible 
: i whien, with prices tegced plainly. ‘Thies point the ine 
at dependent merchont muet take in consideration. 


the Variety Goods Store makes a study of its location, 
Because they know that locstion is the life of the Variety 
 Stere. F. W. VYoolworth said "There is a right place and 

a place to locate a store". They also have the ability 


to move instantly, whenever they discover the present location 
is improfitable, This the independent merchant ean't de, but 
he ean bearare if location to some extente 
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a » present day business mon must have a definite policy on 
ston the business — moreover it must look into the future. 


uy human nature can not be standardized according to the 

e@ policy.  illiore over in chain stere the contact between the 
cent: aa executive end the executives of the member store is not 
os smooth as the relationship between independent store owner and 
and the individual contact with the men has » great affect. 

oy And this ie the point where the chain store is week. Howe 


under the direct supervision of the omer 


there ien’t any contoct between central executives 


ever er, al though 
and subordinate, — still have an advantage over independent 


. to stay in business the independent is Less sail moreover 
q the moloyee doesn't have to become aequented since all goods is 


Ly pricea. 
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The economies of purchasing is one of the main factors of 
can not usually buy in quantities while chain depend solely on 
this feature. The saving pur 
to the public. 


hased can generelly be passed along 


| The Variety Chain picks the product that will sell them 
selves rather then those which have te be wold. ‘his point 
alwaye stated by Me. Person, the President of F. V, Voolworth 
Cow The goods which ave sold sre generally staple articles. 
Uvery article must prov | 
place on the shelves, 


Although Mr, Hayward notice as one wining point ef chain 


store, but I can not agree to this point because there is wuch 


evidence which shows that the independent store's turnover is 
almost exactly the same as 5 = 10 cent chains, 


If we compare the possibility of supply of goods at the 


_ Same price, provably independent store fall behind. The chain 
store beesuse chain has iz 
afford better goods at the same price. 


mence buying, pover and therefore can 
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‘The prefite in Variety “tere lorgely comes from the correct 
tne: of the selling price and the rate of turnover. ‘The 
os Goods Store success depends on this two features. 
ing prices of a product is determined by taking the 

owing items into consideration. 
“2. ‘The purchase price paid by the Variety Goods Store. 

2, ‘The share of over 
3. ‘The share of selling 
: Therefore 4 law selling price can only be obtained in the 


ee x ‘1. By using keen judgement in purchasing - bringing in 


3. Efficiency in retail store management and 
the affect of the rate of stock turnover on all 


ily studing consumer's wants. 

lly purchasing aecording to these wants. 

3. By having am effictent merchmdising policy. 

nel within organization. 


| 4. The eo-operstion of the persor 
5, Winally efficient control of stock and budget. 


: a s me poltey of Variety Goods Stere is to deal only matter 
y saa. we must not loss “Leaders” which in the ——- 
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Sefor core , adeoussing: the oungoet it would be afvieable to define 
ssion “lark Up". 


, Eye ~ Gs Preeti geneval aviiter of the Winchester 


ae 8y the Levees’ iow of mmy outeide of the 
goods, sust ” covered by setting the 


tes ve inact cover the purchasing 
sdation of the Eotional Ascseei stion ef 
goote ond profite are as follows’ 
xmunt of your total, invest. 
business yoary exdlucive of ren, 


u : a - seniors it renting or Leasing 
| ree in addition te what you pay for hired help an 
evices would be worth te others; also 
menber ef your fandly 


4, & arge depreeiation on oll coo : 
may hove to Lower the ) Prtoe because of shang: 


ite aa 


SOME 2 


es 


* athena < 


oh ge depreciation on buildings, teols, fixtures or 
‘else that may suffer from the time elenent or weather 


a Charge for donations and subseriptions. 
ve Charge all fixed 


nees, such as taxes, insurances, 


incidental expenses, such as drayage, postage, 
for care of transportation facilities, 
/and telephones, advertising, c 
a Charge losses of every ch wacter, including goods, stolen, 
bad dedts, ete. 

10. Charge for 


iv assing, etc, 


cpenses paid to collection agencies, 


When you have ascertained «hat the sum of all foregoing 
ems amounts to, prove it by your books and you will have total 
2 : nees for the year, Then divide this figure by the tetal ef 
our ‘sales and it will show you the per cent what your business 
28 eost you to operate. 
| ‘Take this per cent and deduct it from the price of any 
hewe sold, then subtract from the r ler what it 
20 8 invoice price md freight) and the result will shew 
i net profit or loss on the article. 

2%. | Go over the selling prices of the various articles you 

ie and gee where you stand as to profits, then put your selling 
ares on a profitable basis, also talk the matter over with your 
- Since in Variety Goods Store especially in 5 - 10 cent chain, 
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: ‘price is fixed as was said above. 
it may be a 5 cent, 10 cent or 25 cent 
; 10 cent store the selling price becomes a standard mark-up 
ation rather than the cost which is the case of types of 

+ ‘Mast 4s, per centage of mark-up allocation is determined 
: : to be put on together with its 

od volume of soles, On such a stand the purchasing 
t det ied, since 5 - 10 cent busines neraue 
@emands of the consumers and not “push sales" what 
f | ; to Mr. H. C. Green the variety 


goods and the 
e¢ tailed perpetucl inventories impraetied. At the same time 
in the retail mark-up to make 
the 


Be 089 Sty. cant 3 4 
z Pew ae 


rather than or range mark up, because it is not | 
on cost. The sahling pubes te already fixed and 


amount of the sales must be estimated at 
and alse the so called "MarkeUp" based on this sellin, 


determine the range of 
Volume of estimated sales, 
more Sales, better goods ¢an be purchased and 


system goods may be charged to retail 
at either wholesale or retail prices. 

reed at xetedi, se that 
store wili have but one price to ounat far at which goods 
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at 8 ‘and 10 cents, ft ia 
prising hew goods that costa "a4 
cents er ever more cam sell ot 
10 ee but if we must kee 
| erent volumes in 
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-~ ‘sfreot tron the War. it cimy moons that majority 


ona: ens at wenitne their price 
Walue. Fer example Kreage Company 


y's policy was and is quite 

sone that they were able te 
| Limit is as follow | 

wre | the size or amount per unit price. Aluminum pans 


ta - maintain their price limit and value eonatentiy 


vn wsily found out by dividing the sales for 
: at cont, by the cost of the average stock on hand 
g@ peried. If possible a monthiy inventories 
uae The net gain climb when expenses are cut, the 


on the gross — lengthened. 


trinhan. ast 


Rte 


Weeding out the slow lines. 

Setting stock limits, 

es from a few wholesalers (in case of 
pertaining one kind ef goods (in case 


mee the p.st turning, profitable lines are known, they 
a and the stock over the counter is cut to the lowest 
ag é hotter is the 


- ‘The second plan fer increasing turnovers is te wo; om 
} lines which are slow, once the — Stocks sre 
uu hated ~ Less peeti taba Lines 


fkeups than the teght 
Sven with the high marke 
because the Vari ety 


mpany is a suconsatul, 


aw it quickly frem counter without question 
» store located in different section. 

ateck which will satisfy the 
liewever there is a danger of too 


gets me budget from time to time must be _ 
: - the current demands. | 


some authesh thee Claim that it increases the aner of 
Secause 4f every Variety Store Viereh ant eut his prices 

count of the keen competition, the result is there is a less 

| . ¢ than a profit. In this case the less leader is different, 
' e it is in reality not less at all. 


5. ‘The fifth nethod fer s 


a quicker turn-over is, 


, in cage of the chain stere the concentrated buying 
y wii also aid them in botaining more profitable terms, 
of AS Ey 


_ What are the causes? According te the Chamber of Commerce of 
¢ United States they are as follows: 
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le Invested money 40 the course of profit vhich in tur 
depends upon the amount of goods in stock and also upon the 

ength of time which the coods is carried. It is evident that 
Lin: the tumover amounte to the some thing as doubling : 
| of steck without increasing the investment. 

2. A few chain stores are borrowers and the interest charres 
“ith many independent | 
pecomes of great importances 


iem of rear turnever, 


saced with slow turnover 

Ly mangced, eculd sell 
aly Selis in a years 

room io = definite part of the expense 

ne business; and that portion wha: 


suffers if it is known te 


Vs ineftied mey sl: 


‘eoult in wate. Uxecept under extra 
pplies oan be obtained 


t turnovers. Series A represents salen sameunting 
aber of turnovers increases 1 in M1 to 6 in 

estment and the interest sre cut 
~ a while the smount of profit ineressens Series B shew 


ndard of turnover it may be slightly 
and some stores, in the same chain may vary a great 
will vary with the number of years in the 


sachten can be pnt “mn te. “cLark's: : 


Sesvar1oUl WYoAd 94} Ysnoy ye SOS¥IIOU! Jyoid oy) eIUM Sse] 
owes 94} SUIBWIOL OS[e 4seatoJUL 94} 4eYR MOIS 4S910}UI PUB YUSWIYSSAUT ey} MOY SMOYS 
OS 7UAWASAQUL UDAIS B UO Paseq SI gq SdILIgG pue poied useaAld B@ UO paseq SI YW Solleg 


:S1OAOUIN} YUaNbery aLoU 03 ENP szyord ay} Suryerjysni[I Jo sAem OM} Ole oOPET—'] “SIq 


vai Se eet... ta ee en 
=> 5 
000 OT | “| 000 OT 
ae — | —| 000 08 
000 Of | ~ 000 of 
. 000 oF i] Pe Stra 
X 
000 09 || -| 000 os 
000 09 | —j{ 000 09 
00 Oz | -| 000 04 
“ENDALSHANI HOOLS — 
es —| 000 08 
sage BHAGHAL BOOLS 
000 06 SSNGUKX CEXId Yj, | 000 06 
LNGUSAANI WOES = 
*000 00T NO SSTUALAI —{ 000 oor 
ye &1f0Ud DAN $ 
* 000 OtT 


a 


ieey 


tN Ree 


sit BALD the dese ment a kinder: 4. a ae 
et A 


ep tth te 


ise is perishable er can suffer inpor 3 very readily. 
any for _—— to turn candy over, very quickly because ; 


. ‘Reofit averace beenuse goots of this nature bring a good 
“‘Toalet articles, perfumes and novelties are more often 
ee than any other class of 


is idle. The mancger must sen a constant 
or store moving and alwnys keep a cheek up. 

the store's business, the manager's quetes are 
ice and sent cut to him; showing him 

and gestion for turnover 

ous lines can be mentioned, So that the manager knows 

where he stands and whether he is improving or runing 

ad previous averages of the store. i. 

‘Authough the turmover partly depends on the buying policy, 

| 9 on the mmager's ability to regul ste 7 


Chapter V. Expenses and Profits 

In spite ef large overhead expenses for highly 
paid executives, specialists in window trimming, 
merchandising ideas, purchas ing » ete. the Variety 
Goods chain manages to de business at an average cest 
less than the majerity of their independent competitors, 

Probebly the greatest factor in keepine down 
Verlety Chein expenses ie a careful accounting system. 
Every doller thet ccmes in bears e certain charce 
against it, determined by long experience and | careful 
racerds. : 

It is a combination eof business initiative end 
system which keeps dcwn Varisty Chain expenses and 
enlarges net prefit,. Selection cf prefitable leane 
tion, frequent change of display of coeds, ete. are the 
inictatiocn of the chain stcre, 


THE COST CF DOING BUSINESS 

Gost of Doing Business varies accerding te heuse 
policy, iine of handling, size, leeaticn of store, 
etc. The folloring table I extracted from Mr, Hay- 


ward's "Ghain Store",# 


COST OF DING BUSINESS 


Per Cent 
iseeea 22450 
oe 8-20 
Variety 16825 


Groceries 4-15 


However, according te my investigation, based cn 
Butler Brethers' report, the independent Varisty mer- 
chant conducts his business with less expenses than 
that cf the chain store. The average is 11%. ; 


DETAILED EXPENSES 
According to the New York Werld's research, ths 
chain store, ss a whole, sverages the cost of doing 


busiasss as follows:+ 


Average rentel gi — 
Average help 15 
Average loss and depreciaticn 1 
Average overhead 3 
Average light, maintenance 2j 
Total | 294 


Five-Ten Cent = Chain (Average) *2 


Saleries 7.6% 
Rent , oe :) 
Advertising 1.5 
Heaat-Ltes 1.5 
Depreciation Bee 
Insurance -Tax 0.87 
Supplies : 0.7 

26.45 


@ Direct informtion fran Mdse. Dept. of New Yerk Yorlid 
#2 « Hayward's Chain store pp 157 
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Now the emezing feature of the Verlety Goods 
Chains is nct its rapidity of growth, as much es ite | 
growth under costs practically equal te or above those 
of independent stores. h 

ucCrory's cost of dcing business is given as 26% 
for 1923, From the best of calculation pcessible, the 
Woolwerth's cost is also cicse to that of the independent 
stcre, Se, that from"eest of doing businesd, we cannot 
decide the supremacy of the chain system over that 4 


of the independent store. 


‘ELIMINATED BxPENSES fos 
All Variety Goods Chains and indepencen oe 
are "cash and carry". 
It has several great sévantages: | 4 
1- It eliminates bad debts — 
2=~ It enables Variety Goods store Chains 


to discount their purchases immediately, and tnts 
alone is a saving net generally recognized. 
Por example 2 per cent payable in a menth 
ig 36 per cent in a year. ven in the independent stere 
such an advantage is taken, ) 


SAVING EFFECTED THROUGH TAKING DiISec cunts 


Net % per anmmum | 

2 per cent 10 deys oO days 38 i 

1 r hum 6C days a 
(These discounts actually exist in Variety Gooés 
Business). 
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wise would assume great proportions. 
=~ It saves time verifying seccunts end 


: 
S= It simplifies accounting, which othek- 
| 
making out charge slips, bills, ete. : 


PROFITS 
The ebility te pay reguler dividends to steecke- 
holders is one of the ultimete proofs cf cood business, 
Capital ic invested in the business fcr the sole pure 
pose of having it return net. prefits. Wet prefits on , 
sales, hcwever, are not the same es net profits on the 
invested capitel. They are higher cr lover eccording 
to the mumber of times the inventory can be turned 
over ond the percentage cf net prefits realized, 
On the following page, + will shew a comparison 
of the earnings per share on the conmon stock of the 


four large five and ten cent stores. 


COMPARATIVE TABLE @ PRCPITS @ SaLes (1924) 


ne i ae er 


Name cf Gompany Net Sales Net Profit Net Profit serned Par 
aie _ Per Cent of on of 
S, Kresge Oo. 35 «6 Sales Come __ Commer 


S. He Kress Cos 40,259,232 3,145,954 7.80 24.45 100 


McCrory Stores 25,225,544 1,988,987 7.88 4.30 Ne Par 
F. W, Woolworth 215,501,187 20,669,397 9.59 7.95 £25 
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“Poor's Industriel Directory - 1925 
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Sccording to ur. Hayward, the profit on gross of 
5-10 cent chain is about 7% in apprexim tion and the 
olcer the company, the smaller the prof it needed to 
obtain on gross generally.* 


STORE PRO ITs 


The individual store's prefit or loss mainly de- 
pends upon the ability of the manager, the lotation of 
store, pricing of vreducts, turncver, the efficiency 
of central office, etc. But this is net all. The pro- 
fits sometime fluctuste by urusuel events 8o that the 
central office must keep in Close ¢ecntact “ith the 
operations ef the individual stores se thet in the event 
ef an unexpected loss or pein, they will be in a posi- 
ticn to verify the cause witnout deley. 


F,. We WOOLWORTH'S PRACTICES 
: Net Sarning on Common Stocks- 
Net earning increased each year, including 


the years during the War and the post armistice pericd. 
In every year, the company made net earnings 
on the cownon stock from 7.73% = 27.11%. 


SSP ING THE PAICR AND vost Co NSTANT 


In the effort to stabilize costs and assure steady 
supplies with least overhead expense cf buying, the 
company places many long-term contracts, Long centracts 
for staple goods check variation during the life of 
the contract, and this is, of ccurse, desirable. 
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THE PROP IT COMPUTATION “creed ¢ 

The company's profit is figured on what the gocds 
actually cost them, instead cf figuring it on the ree 
placement or the retail price of the goods at the tine 
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they were placed upen the counter, There ore times when 


the replacement price is less than the company's actual 
cost end there ere times when it is greater. In either 
cease the company cces net set its selling price by the 
prices cf its conpetitors. 


The company in perferming cortein services for the 


consumer dco se at the lowest cost at which their organti- 


gation and not seme cther erganizaticn can accomplish. 


PAC IT “ARGIN 

They set up a mergin of prefit. “hen the profit 
gees above this margin they put the differents into 
improved qualitye 

Usuaily this upper limit cf profit is about 10% 
ef the gress sales. In the 10 years from 1912 « 1922 
the percentage of net earning en sales for the entire 
éompany cnly twice reached 10%, being 10.95 in cne year 
and in 1916 barely 10.01%. 

Yet the esrnings never went lover than 7.89% with 
the exception of the Yar year cf 1918, when the net 
earnings were allowed to get down to 5.46% se as not 
to raise their selling prices 

This pelicy of putting esrnings abeve 2 certain 
emcunt back inte the cuility ef the geeds has Seen a 
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policy of the company. 


SETTING THE MINIMUM POINTs 
Practically all their gecds are now set up in a 
min dour 


volume and always adhere to that point. 
Establish a certain maximum expense sbout seach member 


store and let manager keep the store within that limite 


If there happens to be any increased or decreased expense 
the manager himself must take care of this situation, by 
either decreasing the salaries cf the sales force or by 
reducing the number of the sales force. ) 


CUCLUS ION 

Tn the chain system care about its expense because 
its wide spread crganization tend to increase lts over- 
head and other expenses even theugh its careful accounting 
system and cther central manafement checkig to seme extent. 
a with othex kind of business, the 


However, 8S compare 
Variety Goods Business has many acventages, one of whith 
is the fact thet they have no credit account, the result be- 
ing that they ere able te maintein ea lower standard of prices. 
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Chapter Vile — ADVERTISING, 

Until recently advertising in the Variety Goods 
Business was not recognized, thet is, little attention 
Was given te its impertance, 

The Variety Goods Store relied upen lcesticn rae 
ther than on advertising. | 

Bven such & coupany os Yoclworth's whe belteved 
andise would sell itself, at present, re- 
cognize the impo tance of advertising. The reaseng for 
advertising may be explained as fclleows:- , 

le Increased competiticn between chain 
and chain, or chain and independent stere, both 
s6lling at the sams price, For one chain or ine 
lent store to draw the balance of the trade 
-- Henewgr, 
the rise of institutional advertising by some 
variety chains, the ec-operation of manufacturers, 
BtGe 


4t ie necessary tc find « new apres 


2- Merchandising and sales policies 
being fully developed, the attention of the chains 
is being turned to publicity. 

3- The rapid growth cf the Variety Goods 
Business in the post a yoo 

4- Retognition of variety of nature cf 
customers end lecation. This invelves the necessity 


of advertising in some localities in order to in- 
 @rense sales, 
5- The growth of the science cf edvere- 
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tising, and its natural extension to the Variety Chain 
Store field as a logical opening for applied modern ad- 
vertising. 


THE ADVERTISING DEPARTMENT 
The advertising of the chain organization igs rare- 
ly done by agencies. The chain is closely organized and 
is composed cf mon who thereughly understand their busi-~- 
ness, In seme variety Goods chains, the advertising 
. : department is separete from other departments, but mostly 
attached to sales department or so-calle< merchandising 
department owing to its little-recognized importance. 
In some chains advertising is un 


jer the direct control 
of the generel manager, In smaller chains the sales mena- 
ger frequentiy handles the advertising himself. 

The window dressers may or may not be attached to 
the advertising department. In my mind, it is a better 
methced to include window dressing in the advertising . 
department. In any event the closest co-operaticn mst 
exist between the advertising department and the other 


departments. 

Where newspaper advertising is done, the ordinary 
practice is te prepare copy 
elsctrotypes to local managers for insertion in the 


at headquarters and to send 


lecal papers. Full instructions are given es te the 
pew@ition of the advertisement, the days it is to run, 
ete. Neturally this copy co-ordinates with the weekly 


salese 
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The Branch Manager is responsible for inserting 
the copy in the lccal papers. In some cases, the branch 
managers are allowed to write their own copy and arrange 
for space. For example, the Grent Company uses this 
method. 

Counter cards, windew dlisply cards, signs, cir~ 
eulars, hand~-dbills, nice lists, 
i by the advertising department or so-called 


pamphiets, etc. are 


merchendising departments, Usually they are sent to 

all stores simitaneously. But scmstimes such as counter- 
cards, window displey cards, signs making are left in the 
hand of ictal manager. 

As an ideal, such functions should be centralized 
and ebandardized in the edvertising department in order 
to obtain maximm efficiency and esonomy, and to give a 
uniferm impression tothe customer. 


THE MEDIA of ADVERTISING 

There are three kinds of major advertising, 1.¢. 
newspaper, magazine, direct advertising - circular, 
From the standpoint of territory to be covered, we can 
divide into national and loeai advertising. ‘The 
magezins may, belong to the nat ional advertising medium 
and itg utilities at present are limited because only 
few variety Gocds Chains sre Naticnaliy expanded, and 
meny of the readers are not in leealities there it is 
pessible te patronize the chains. In the secend place, 
@ magazin wiki not cover the lecal field in the way 
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the local paper can. 

However, naticnal advertising, under certain cir- 
cumstances, proves an excellent medium for presenting 
the merchandising principles of the Variety Chains to 
the public, 

S. 5. Kresge Company succesded te some extent by 
| using a series of edvertisement. Their appeal is as 

follors:- 


f i= To bring the Kresge system to the 
attention of the publie as one ef the impeortent 
anawers te the problem of the high cost cf living. 
} Z- To present the ideas behind the chain 
method of operation, sueh as the advantage of bulk 
buying in enormous quantities, the sirplicity 
of the digpley and sales operation, the systematic 
grouping of erticles, and their locations, in the 
atcres 
S= The store cf th» business 
The F, W, Yeolworth Company, tco 
has advertised articles which are scold exclusively 
by the Woolworth stores, such as "“YWeeleo" snaps 
or cotton in several women's magazines during the 
Werld Wer. 
The local newspaper offers more direct contact with 
tnhabitants and meke pessibie the special appeal te that 
locality. This is especially good for small chains or 
independent stores. A good example is Grent Company's 
advertising. ‘hey appeal differently te the local people 
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of various cities through its lecal newspaper. That te, 

they amneunce te the people of Philadelphia through the 

Philadelphia newspapers, the goods that the company 

wants to sell, and they appeal te the pecple of Peoria, 
wh the Peoria newspapers, but withea different 


appeal and « different class of geods. However, they 


use the same illustrated cuts, throughout the o 


eer 1Zae 


tion, at all times, thereby maintaining «a uniform effect 
and creating & permanent impression. 

Circulars, handbilis, and persenall letters ere 411 
excellent for amall chains or independent stores, ‘Their 
usefuliness and construction have already been explained 
in many sdvertising texts, so I refrain from repetition. 


OPENING ADDR =SS : 

the opening eddresses are important feature In the 
Variety Goods Business, though at present little at- 
tention is given te its imperteance, Its main object sheuld 
be that cf calling ths public's attention te the stores* 
aim, its policy, the goods it will carry, Stes 

The Metropolitan 5-50 cent store is ene of the most 


a store 


excelient examples for this. "hen they opemmc 
in Philadelphia, they inserted the following advertisement: 
"?he merchandise is all new. It has been personally 
selected by expert buyers. Many of the erticles have never 
before been obtainable at these prices or offered on the 
counters of chain stores. 
The merchandise must be seen to be appreciated, z= 
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to cur opening. You will be under no ebligation to 
purchase, Ye want you to see the remarkable stocks ag 
they stand complete - to see what is possible fcr a mer- 
chendise organizaticn such as curs, buying in large cuan- 
tities, te offer within a selling range of frem 5-50 
conts. 


We guarantee satisfaction to all purchasers." 


| OUT-POCR ADVSRTISING 

The Yeolwerth § and 10 cent store at Herald Square, 
New York, utilizes their secend flocr windows for ad- 
 wertising at night, This feature produces the same re- 
sults as that of outside advertising. | 


FEE ADVERTISING APPEAL. 
The Variety Goods Stores appeal in the following 


manner t« 
1+ Institutions] advertising, tell about 
the Chain erganizatien, its methods, etc. 
Advertising such as this ig vital to the moral cf store 
| and in fact the entire organization. 


managers and cleris 
The character of their personnel can very definitely be 
improved upon »y the vight kind cf institutional adver- 
tising. Institutional advertising will alse assist in 
securing « larger percentage cf a given family's businesse 
A good example of this is in 5S. 5, Kresge Company's a@= 
vertising.s# 

#If you wish to find e specimen of the advertisement see 
printer's Ink Weekly ~ April 1st, 1920. 
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a yeer in this manner, A few years ago they tried some 
4instituticnal magazine copy, selling the general Wool- 
worth idea - the great varicty of items that Can be pur- 
chased fer Sf and 10¢. Sut this campaign was of short 
duration and was never resumed. | 

‘The Kresge Chain expertmented vith nations] edver- 
tising in 1920, spending $176,000, but have cise entinued 

% since that tine, 


The next question is hew much can be spent for ad- 
vertising in Variety Gecds stores, According to Mr. 


Harper of Dutier Brothers the advertising expense may be 


14 per cent of the gross sales. 


| ConcLus GS 
In conclusion, I will say thet the Variety Merchant 
mist give more aitention to advertising ea the competition 


becomes more and more vividdfrom tine to times 
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part 111. Personnel. 
Chapter 1. Organization « 


one of the greatest defects in the Variety Chain 
Store system is the lack of personnal contact between 
executive and sales force and quite often between the 
sales peeple and the public, The sharper the cometi- 
tion, and the greater the price appeal, the stronger 7 
oes the tendency te lay stress cn methods and not 


men. Such a policy will net succeed because it casts 
aside the human element. We can standardize the methed 
but we cannct standardize the attitude cf the public. 


Men are not machines. They have ambition, personality 
and initietive. Without these qualifications mane is 
lest even theugh he continues to exist. ‘Ye can fuide 
them according te our policy and methods but ve cannot 
operate them. This is one of my reasons for putting the 
Personnel Department ahead ef ell other departments. 

It is my opinion that the success cr failure of the 
future of the Variety Goeds management depend upon whe- 
ther the company pays. attention to the human element or | 
note 


secutive Functions 
1. Executives usually arise from the ranks. 
They begin behind the counter and learn the 
business from the ground up. 
2. The road to premotion is clearly marked, 
«Im general, the executive's function as the 
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head of the Variety Chains ere two:- 

le He must supervise the machinery which he 
himself or others nave set running. He 
must ses that nothing gets out ef order; 
he mist follow up indications of the daily 
executive report; be must be the court of 
last résort in case of dispute. 

2. He must initietes ideas and sift out the 
best schemes from all those submitted to him 
by his subordinates. 

I should like te submit the following changes in 

this pelicy:s- 

1. President:- He sheuld administer the company 
as ae whole and make it form contacts cutside 
of its own business. Also make accord with 
the business with outside conditicns. He is 
@ diplomat and a representative of the company 
to the cutside world. | 

2. Vice-President:- He mst unify the workings 

organization, so that the President mey 


be enabled té represent the company effectively 
_ te the outside ef the company. He must be, in a 

sense, the inside commander cr the guide cf 

business. He must co-ordinate every depertment, 

every member store and its sales forces ec cord- 

ing to house policy from a human standpoint. 

BY such & Way the Vice-President must encourage 
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the efficient and leyal werks among departments 
as well as the sympathetic mutual aid between 
departments and departments. 
For this purpese, he must cccupy the positicn at. 
the head cf the Personnel Department. 
Se All Executives: 
The business sheuld be administered in ace 
with the Budget Program ané adjusted 
according to the daily report. 


They must always be in a pesition to closely 
observe the business conditicns in gceneral as 
well as their own business. ith the probable 
excepticn of the President, all other executives 
usually supervise scme department. 


District Managers 
When chains expand they usually éivide 
inte several districts and executives delegate 
their functions te the district managers. The 
district mansger in turn supervises its member 
stores and cbserves thelr cenduct pergenally cr 
zh "Travelling Superintendent" (the Yool- 


- worth Company classifies them as "Read men".) 


Read Mense 
These men investigate the district member 
stores, extend new ideas and suggestions (such as have 
been ut&lized by cther managers) to the store manager, in 
this way extending good ideas from one store to anothers 
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They explain correct metheds to store managers. 
They maintain a standard practice. They report 
the conduct cf manegers and office forces to 
District Manager. 

Store Manager 

In order to increase his efficiency he must pro- 


nouch promotion, preper inducement and keep 
in personal touch with the central office. 
As I have said before, almost all Variety Goods 
Chains choose their manager from inside the come 
pany and from these men whe started at the bettom. 
They have a good experience though perhaps 
net so well educated. Mr. Woolworth said, "I 
prefer the bey from the farm to the college man. 
The college men will nct start at the bottom and 
learn the business." This is the cry of the se- 
called self-made man or mere-experienced man, 
point, but it is e readily accepted fact that seienti- 
ficeally controlled knewledge and experience are better 
than unclassified hit or miss experience cr knowledge. 
The former experience or knowledge is only ecquired 
through higher education. | 
The duties of a store-mansager vary ac~- 
g to the size of the chain or the policy 
ef the organization in delegating authcrity. 


In all cases, however, the store-manager makes 
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a daily report. He may have the responsibility 
of hiring the clerks, and is responsible to his 
district office which, in turn, is under the 
central office. 

He is alse permittéd to do the local buying 
te seme extent. 

He mast keep the store attractive and neat. 

He must link together the company and com- 
munity by various methods. Woolworth Company 
epens depesit with the lecal bank wherever they 
open a store in that locality. 

fhe Manager is also financially res 
for the company. 

He mast leck out for the stock and for the 


PONE ible 


money taken in from sales. 

Usually a store-manager should be required 
to furnish a cash bend, and eny shrinkage in 
stock which is unaccecunted fo is likely to be 
deducted frem this bend. In any chain, of course, 


@llowences are made for uneveidable shrinkage. 


Reward iac Manager 

In general, the following principles are 
put inte effect. after a store attains @ cere 
tain quote, the manager gets a certain percentage 
of all sales over this amount. | 

The District-uenegers are rewarded from 
earnings made by the district stores. 
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For example, the Woclworth company pays cash salaries 
to the founders, the stencogratphers and the clerks. Every- 
bedy else gets paid on the basis of yearly earnings. The 
officials in the general office in New york are paid on 
the basis of earning made by the entire crganizaticn, The 
manager @nd the assistant manager take a certain percentage 
of what their particular store earns. “ach man gets his full 
shere of the profit. S8very employee receives a cash bonus 
after being with the company fer cne year, and this is ine 
creased by the same amount each year for five years. If 
a girl leaves to be married after she has been with the 
Company three years, she is given » cash wedding present. 

In the New York Department of Laber investigation 

of the empleyment of women in five-ten cent stores, it 
was found that:- ) | 
The maneger works on a drawing eccount 

and receives a percentage of prefits on sales 

at the end of the year. The percentage of his 

profits is apparently a matter of individual bar- 

gaining between the central or district chain of- 

fice and the maneger himself, although in some 

cases percentage rates are fixed for certain 

class stores. Under this system, the manager 

quite naturally has every incentive to put his 

store on a paying basis, realizing that his own 

earnings depend upen the number ef dellars in 

profits the store succeeds in makings 
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Reward for Salespeople. 

The five and ten cent stores employees are 
mostly women and their salaries are very smell, 
other than girls employees are relatively smaller 
in number compared with other retail stores, be- 
cause of efficient works. Local managers sre 
ordinarily allowed to hire their help, provided 
the payroll is kept within certain percentage 
limits in relaticn to sales. This percentage 
figure may come as low as & per cent in the 
lerger cheins end as high es 14 per eent in the 
smaller chains. 


Wage Rate for Clerks | 

In te ordinary five and ten cent store, 
salesmanship is at a low premium. ‘the tendency 
at most counters is to make the selling almost 
automatic. However, it is still necessary to 
display goods, te answer questions in such dee 
partments as ribbons, stockings, hats, etc. 
They cannot appreach maximum sales without the 
personal contacts between the salesweman and the 
customer. So that in five and ten cents stecres, 
too, personal touch te the incentive wage system 
is necessary. 

According te the investigation of the New 
‘York State Department of Laber as follows:- 
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women's wages in a Representative 5-10 Cent Store 
in a Small City in New York State. 
1915-1921. 


Number of VYomen 
Wage Rate 1915 1916 1917 1918 i919 i920 i921 


4.99 10 
5.99 8s «88 
6.99 8 
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12,99 
13.99 2 : 
14.99 4 
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Approximately 84 percent of the workers in five and 
ten cent stores belong to the selling force end exactly 
one-half cfthe full-time women workers received less t:an 
$13.49 a week. ‘Two-thirds cf them received less then £15 
aweek, ordinarily, sai smaller the city, the lower the 
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wage paid, and this holds true as a rule in ali chain 
stores. 

According to the Report of the Survey Committee of 
the Cleveland Foundation, the beginners' wages in the 
Cleveland five ané ten cent stores range from $5 = 5.50. 
The wage of the selling force is all the way from $6- 
€12, and in some instances may be increased by & profit 
sharing methed or by irregular "prizes" fa special sales. 

The heads of sections receive from ©10,00-915.00 
and are expected net only to sell, but alse to keep track 
of stock, (ir. O'Leary's "Department Stere Oceupations" 
1916 pepe S5-) 


There is no set time for opening or 
closing five and ten cent stores. In general 5 
they conform in large cities snd towns to the 
custom of the commmity, as e@ rule opening at 
9 o&clock and dosing at 5 or 6, but in small 
cities and toms, the heurs sre apt to be longer. 


In the small towns, the stores must remain open 
Saturday afternoon and as late as 8 or 9 o'clock, 
while in the cities they usually close on Satur- 
day afternoon during the summer, Stores of the 
same chain, one in @ residential district and one 
in a business district, may keep different hcurs 
gilthough in the same city. In dependent Stcres 
‘ere likely to keep lenger hours then the chein 


3.69. 


sg 


hea 
AS 
ia a 
oy ee 


L70. 


stores. ‘The amount of actual sales in five end ten 
cent stores is small befcre 10 A, M., but clerks must 
be on hand at 8.30 or 9 A. % to prepare for the 
day's business, restock counters, ete. Customers be- 


gin to come in large number from 11 A. HM. One 


Sehedule of Working Hours in 5-10 Cent Store Chains 


Number of Hours Vomen ven 
Weekly Hours 46 and under 20.89% 18.61% 
over 48-54 79.11% 56.57% 
Over 54 24,822 
Daily Hours 8 - 7% 69% 27% 
Monday thru Fri. 8-9 30% 52% 
Saturday 8-78 20% 18% 
8~11 19% 
6-12 81% 


The Lines of Promitions 
ie Be Be Krésge & COs 


 Steckroem work - Window York ~ Flecr man 
Aasistant Manager - Manager 


Steckroom assistant ~- Stce kroom mn <« 
_ (It takes about 6 mos. te become Fleor man) 


Ploor man - Asst. Mgr. ~ Manager 


Steckroem assistant - Stockroom Men - 
Flocrman = Asst. Manager (It takes about 
three yrs. to become e manager) Meneger - 
Readman «- Buyer =< District Manager - 
Board of Directors 
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Conclusion 


A flefinite form of organizeticn is to 
be found in Variety Goods Chains. However, the 
 gotual duties, line cf promotion and minc? opera- 
tions are different according to the house policy. 

Their reward system is highly incentive, 
because executives receive remuneration in ace 
cordance with the amount cf work accomplished while 
the store manager receives a certain percentage for 
hie efforts besides « fixed slary or without « fixed 
salarye 


5: 
oes 


L?S. 


Chapter li. Training Men for Promotion. 

one cf the most difficult problems in connection with 
the Variety Goods Chains is the selection of men and the 
Fo this reason, the establishment of « Personnel | 


Department is vitally important. The duties of this De- 


partment ere outiined as follows:- 


le Selection ef S=pleysess 
Ze Bducation trehing 
Se Health 
be Service 


Reasons for the establishment of a preper "Personnel 
Administration" by the Personnel Department :- 

According to Messrs. Tead and wetchaif's "Persennel 
Administration: 

“personnel administraticn is the direc- — 
tion and the co-ordination of the human rela- 
tion of any organization with a view te getting 
the maximum necessary production with a minimum 
of effert and friction, and with preper regard 
for the genuine well-being of the worker. 

According te Drs. Seett and Cloth$é@r, we must have 
proper balance between opportunity of company, capacity 
of employee and incentive of works 

The company at first must furnish preper cpprortunity 
for prowction, unless otherwise men cr women will not 
perform their best, because there is no hope fer promotion. 


7 
oe 


LTB. 


It is human instinct to want to sucesed and te feel some- 
what superior to ctherse. Employees have capacity and the 
Company provides the opportunity. _If hewever, there is 
ne incentive proposition, such an cpportunity is simply 
nominal and the capacity of the employses will net perform | 

at its best because the effort has proven fruiticss. 
Even though the Company furnishes the oppertunity 
and an incentive propositicn for the work, 1f employees 
: have net the capacity to fulZBA1 that position, such a 
proposition is futile. 


PERSONNEL D=PARTUENT 
le ‘The Personal Manager 
This is an cfficer cof mejicr executive 
rank whe is responsible fer the work herein 
2, The crganization Cenmittee 
The ergenization committee is composed 
of these respensible fer the handling of all 
Glempnés in the personnel problem. Its pure 
pose is to draw up and submit plens for de« 
| velopment of the entire organization on its 
distinctly human side. | 
3, The Personnel Comult tee 
The plans of the organization comaittee 
are submitted to a personnel committes, com- 
posed of representatives of the several depart- 
ments in a cencern in order that there may be 
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the broadest kncwledge and fullest discussion 
of proposals looking tc new methods and prac- 
tice in the handling cf #11 personnel preblems. 
The Board of Persconnel Directors 

(a) Director cf Suployment 

(b) The Director cf Training 


The mpleyment Division (Under the Directer of 
Saployment) 


Tm case of member store stich a function 
should be delegated tc store menagers. 

The work of this division is most sffective 
where its directer hes entire authority and res- 
ponsibility in regard te the duties listed. 

(a) The employment division must study 
through statistic and reseerch department and 
co-ordinate with cther depertments ebout each 
job systematically. 

Job analysis: - Find out its particular ree 
quirements, degree cf education necessary to 
perform, relation to other jobs, sources of 
supply, nature and need cf tests, ett. 

(b) Receiving requisiticn card from 
verious departments, then comparing with 
Qualification card of applicant and threugh 
interview of applicants decide as to the 
edvisability of employment. If employed, then 
send applicant to the required depertmente 
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(c) Make a pericdic study of werk and work 

records of 211 employses. 

(4) Takig@g charge of advancing employees on 

probation and of making prometicns end demo- 
tions. 

(e) Having charge of transfer ef employees be- 

tween departments om stecres. 

(f) Receiving and deciding all requests for 

wage increases unless there are wage boards 

which handle all requests. 

Thereugh knowledge of the payroll as a whole and 
in detail and of the financial situaticn and pelicies 
of the concern are essential requisites toward the make 
ing of these decisions. 

6, The Training Divisicn (Under the direction of 

Rducaticn or Training) 

As intimate a kncwledge as possible of 
the personality and working ability of each employee is 
Clearly a prerequisite to this worke 

This division is to outline and administer 

@ comprehensive plan of training. 

(a) Te help empleyees tc train themselves 
te work more efficiently (Sales girls and office 
forces). 

(ob) To help them fit themselves fer pro- 
moticn (office force) 

(ec) Te heip themf it themselves for other 
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work to which they may be transferred 
(ad) To direct the training cf executives 
and of 211 employees whe instruct cther employees. 


% In addition te this, the "Personnel Dspartment" mist 
camel and bring to the attention of each employee such 
information as respects the operation of the Company 

in a way that will head to a smooth foundation. 


The Personnel Department mist bring together eli 
departments in a co-ordinate form and to a mutual tne 
derstanding, between main office and branches and between 
executive and salesciris. 
whe Head of the Personnel Department sheuld be 
one cf the very high officials of the company. in my 


opinion the Vice-President is the man pest fitted for 
this cc 


yrdinating pesitien. It is a very d£fficult 
task in 6 business such as that cf the Vaerlety Goods 
Ghain with branches scattered in sc many pleces. If 
carefully developed and acted upon, however, it can be 
accomplished. 

‘Frequent lecal ccnventions in which high central 
executives participate, as alse road men, (In reality, 
road = have ne such a function at the present stage. 
They are merely inspectors but are tn a positicn to pere 
form such functions 4f called upon to de se.) can be 
held toward the accomplishment cf thie purpese, | 

Messrs. Tead and Metcalf have added the research 
division as a part cf the "Personnel Department". In 
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my opinion, however, it is better te leave such werk to 
the central statistical and resesrch departments (Steff), 
because it is mere ecenemical and more easily controlled 
by central executives. of course, it is necessary to 
supervise the preperation cf jeb analysis and perpetual 
leber audit. | 

_- Further infermaticn will be cbtained from Teed & 
wetesif's "Personnel Administration" od Scott's Clothier's 
Alse see Dr. Snow's "Psychelogy 


- PROMOTION POLICIES - 
Certain principles ef premotion tan be 
applied te all Varisty Goods Chains. 
(1) A man mst start in at the bottom 
andi work up. That is, he must, first of all, learn 
te sell goods himself, he must become acquainted 
with his stock and he must find cut the customer's 
likes and dislikes. | 
The F. &. Woolworth Company fclliows this plan. Mr. 
Person, the president cf Yeolworth Company states as fol- 
lows t= | | 
"me district manages, at the head of ¢ 
large districts such as that ef New ‘England, are in 
their turn former read-ment and therefore former 
store managers. They control the road-men, see that 
‘they keep up te the standards, and see thet the 
aistrict is sufficiently supplied with steres. The 
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district whese center is in Seston has 119 stores, and 
so on. SO the of ficé man knows whet the consumer wants." 

_ The buyers in their turn are selected from among 
the most successful rondmen and district managers. They 
know the public, and they know the merchandising of goods 
they buy, before they buy thente 

Even the Soard of Directors cf the Company is mede up, 

for the mest part, of district managers, buyers, and, 
better still, founders cf the component companies which 
cecnsolidated into the present company. ‘The cnly exceptions 


en board are a very few ef financial end legal censultants. 

Se the entire organization is solidly built from the 
bottom up like a pyramid, it all rests upon sympathetic : 
comprehension.” 

S. S. Kresge Company adcpted the same plan, According 
to Wr. Kresge as follows:- | 

"Ne mtter wheat 6 men's age or experience, he must 


start with us at the bottom and work his way threugh." 


2. Higher pesiticns are filled fren within the 
organization. It is a fixed policy in all estabiished 
Veriety Chafing te fill vamancies from men who have been 
actually trained fer these pesiticns. 

To my mind, this seems very conservative end is not 
@ progress ive way of doing business. 

The business of today, needs more scientific thinking, 
clear visicn cf future, pregressive idea, etc. The men cf 


go called meTe-experience are usually static, depend too 
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much on experience. They do not leck upon the matter from 
@ progressive viewpoint. They never analyze the facts 
scientifically, realizing that their judgment can sometimes 
be in error. 

In order te fulfill the needs and gapes cf the present 
day business, it must employ the higher~educated youth - the 
college graduate. They have good health, usually, clear 
vision, scientific back ground, etc. which are necessary 
assets te the present and future foundations cf business. 


Se Prometicn is made on merit alone, net betause 
or length ef service, influence, or any cther ressen. Men 


ghe do nct fit eliminate themselves ov are eliminated, 


4 SALES GIRLS QUESTION 
The girl in the five and ten cent sere has few ope 
unities for prometion. She may bec 


ome a beckkeeper, 
a floor walker, « window dreaser, cr, in rare cases, 
In Kuhn's 5, 10 and 25¢ atores, however, girls can 


an assistant manager. 


reach promotion as high as store managers, There &re many 
reasons whyt- 
l= With no "charge” snd no “send” purchases 
the amcunt of clerical work is comparatively small. 
Therefore, the girl whe dislikes dealing directly with 
people should net leck for employment in a place such 
as this where she will always be in centact with the 
‘purchasing publics 
2= The art of salesmanship is nct a very 
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important facter in these stores ~ generally sc locked + as the 

“goods sell themselves". A lerge total cn her sales record 

is traceable to the judgment of the buyer whe selected her 

‘merchandise as cften as it is te any selling ability cf her 

$e Her imewledge of stock is limited to 

lecaticn of goods and steeck numbers, She is aise 
responsible for keeping her space clean and in ore 
dér. She dees nct need te know a great deal about . 
arithmetic, as she deals only with the multiples | 
of five and ton and seldom has sales which require 
her to figure beyend two dollars. 


4= Few five and ten cent stcres have spent 
any time or money in trying to better the sales talent 


In an independent store of smell chain 
system, whoever decides on prometions will probably know 
the personnel individually, but in larger chdns promot’ 
4s largely a matter of record, su 


pplemented by perscnal 


interview, ‘Such a record is partly obtainable from his 


store's past record, 


SHIFTING WSN 
A Man mey be shiftec for varicus reasons: 
le To accustom the men te several posi- 


tions. Also, every pesition has a number of under- 


poe 


- 
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studies, ready to take up the regular duties of the 

position if for any reason it becomes necessary. Some chains find 
it advisable to shift managers cf stores from one city 

to ancther temporarily te give them fresh selling ideas, 

and in their absence the assistant manager takes dtinrge; 

and is given an opportunity to win his spurs. PF. & W. 

Grand Company applies this system. 


2. AS a form ¢ Promotion 
Where #2 store manager is dependent on the 
profits or sales of his store for his salary, it is a 


frequent practice to meve a maneger whe has dene well to 


_ @ bigger cr more prefitable store. Woolworth, Kresge and 
other principal stores doe thia. This is equivalent to 
increasing his pay and prometing him. There is scm@thing 
te be said against this pelicy hewever. It is not always 
wise tec break up business scquaintanceships. Fut such a 
nature of things only cccurs where the iin ails perscnally 
meets with his trade, sc that it is unapplicable to 
veriety stores scmewhat, 


Se As a form of Demotion 

; If a menager fails to make good at a cere 
tain store and yet possesses many of the qualities re- 
quisite in a manager, it 1s sometimes possibie to move 
him somewhere e1s¢. 


RECRUITING the PERSONNEL 
Higher pesitions are filled from the ranks in the 
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menagerships previcusly menticned, Some chains regard 
it as an cbjecticn, because they find it fer eesier to 
teach a man whe hes ne preconceived selling ideas their 
policies and planes. in the chains which use seientifie 
method of having - there is a small labor turnover. 

Thet. is, men who are chosen fo employees enter the 
service of the chain with the idea of ultimately becoming 
atore menagers, end not merely of working until they are 
tired. 


TRATNING THE SALESMAN 

According to i. Hayword "the training methods in 
chain stores are of two kinds : ist - Before he ace 
tually coes behind the counter - 2nd = Training after 
he has begun te seil," 

The Variety Goods Chain however, does train its 
seles girls. Hegarding clerical force, stock room 
helper, floor man, etc, these are probably trained by 


the first method. Their promotion system clearly ine 


dicates the application of this method. 
Generally, stockman, flocr man, agistant manager, 
end cffice foree are trained according tc the followe 


ing prot ess:- 


le Policy of the Chein 

ee -‘Knewledge cf the product or preducts sold 
é- Arrangement of the stores 

Ge Store routine 

S- Service to customers 


& Courtesy 
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Practically speaking, the Variety Chains are lack- 
ing in courteous treatment to custcmers. 


KNOWLEDGS OF P M@DUCT | 
Chein salesmen and giris (net enly chain but in- 
dependents) should be given thorough instruction in the 
steck they handle, its uses and ingredients, the pro~ 
cesses of manufecture, hew and why gocds ere packed 
in certain ways, the crigin of raw materials, and sc ome 
In this point, practically 411 of Veriety Chains 
are well errenged beceuse in training their men fran 
bottom they ere neturelly familiar with the goods. ‘This 
is the first principle of training msn in Variety Chains. 


TRAINING OF STORE ARSANGEMENT AND SHO’) WINDOW DRESSING 

Such training is naturally cenducted by member 
store's manager, It seems to me, however, that it is 
better to train them by specialists for two or three 
weeks - in the case cf smell chains at the central cf- 
fice and in the case cf lerge chain organizing a cire 
culating training department. 


SERVICE 

Acee: ding te the Yeclworth Company's policy, “there 
is ne need te say any werd until the custemer makes 
seme inquiry about the geods. Gcods sell themselves.” 
But each policy, I should say, is 4n old way and against 
numan neture, ‘There ia ne humin touch existing there! 


In such @ store, pecple are facing a wax model, The 
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buying public wants service, and while service requires 
effort, yet its results can be great. 

The S. S. Kregge Company's policy is quite different. 
Accord ng to an article by President Kresge in "System", 
Seems to treat amyone entering cne cf its steres as an 
honored guest, With this tm mind, the following rules 
have been formulated in regard te the relaticns of 
customers and clerks. 

le In approaching a customer a siles 


clerk is required to «sk in a manner as pleasant 


hecwords: “May I wait on ycu, please?" Ve 
“ewe found thet it dees not do at all to leave 
the approach to the incividuel whim. If we do 
thet « girl may go up and with the best inten- 
tions in the werld say: “Do yeu want anything?" 
or perhaps pointetily give the impressicn that 
the prospect is an intruder and had better buy cr 
get out. We have tried « mumber of expressicns; 
some Were too friendly, others sounded impo tunate, 
and others went about the custemer's head. Ya have 
found that the simple, friendly: “Mey I wait on 
you, please?” fills every requirément, 
| 2~- To treat every customer es though 
she had $25 in her pocket and was going to enend 
4t in the steve. Salespecple ars rarely judces 
ef character, but usually they t hink that they ere= 
which causes much of the trouble we have. The 


purchaser of 5 cents' worth is entitled to exactly 


Sa 
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the same treatment as the purchaser cf €25 worth, but 
£t is only by insisting that, regardless cf elething, 


Pegardless of everything, the customer is te be re- 


garded as - $25 one thet we are able te get uniform 
S- That chenge must be counted into the 

hand, starting with the ameunt ef the purchase and 
counting up to the bill or coin given. ‘This is a friend- 
ly way of counting; it gives the idea cf personal ine 
terest, of a realizaticn cf the value cf meney - and of 
course, 1t avoids nistakes. 

At the end cf the counting the clerk says: "Thank 


you, call agains" It is hard to enfcrce the "Thank ycu" 


rvle under erdinary circumstances; but when the change 
is counted it becomes almost autemmetic. 5, S$, Kresge's 
“what Kep our Susiness Growing Through 1921" April 

$21 - Systeme 


THE KRESGE PERSONAL EPPICTINCY CHART 


In order te get better-treined salespeeple and as 
a@ measure of prometicn, the S$. S. Kresge Cempany hes 
devised a personal efficiency chart. The euployess 
of the chain ars asked tc check themselves on @ scale 
of 100 points, as follows:- 
le Dependable - 10 peints 
S= Pesponstbility 


Ask your self these questicna:~ Am I dependable - 


Ane a : 
o 
s. : 
nae < 


ee 


that is, can I be céepenced upcon to be prompt at my 
work and in all appointments? Can I »s depended 
upen to be regularly at my work every day or must sub- 
stitutes be found frequentiy? If you can say, “Yes, 
absolutely, to each one of these gquesticns, you would 
Bheck 10 points on dependable qualities. 
2- Appearance - 10 peints 

2. asaanentee 

Se Buoyant 
Am I neet? Is my hair kept well combed? De I keep 
my Clething clean and well pressed? De I appear ate 
tractive, or do I repel? Would I like te moet and talk 


with a persen like myself? Am I buoyant in my manner? 
That is, do I walk and take sufficient cut-of«deor exer- 


Cise to keep me alert, vigoreus, end healthy? 


3= Benner - 10 peints 
le Cheerful 
Ze Patient 
S= Sympethetic 
48 Enthusiastic 
Se CGourtecus 
How does my manner impress others? Am I cheerful? 
Do I have patience When things go wrong? am I sym- 
pathetie with these who are unforturmater Am I ene 
trusiastic over my work es well as play? Am I courtecus 
te my associates, my family, os well a& to my customers, 


whe indirectly pay my selary? 


4= Industry - 10 points 
Am I industricus? ‘Thet is, do I epply myself to 
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my work? When I have something te do, do I co it, 
thus accomplishing things as the days go by? 


S- Loyalty - 10 points 
l- Careful 
ge Weithful 
S=- Honest 
Have I the qualities ef loyalty? Am I careful with 
the things trusted to my care? In preventing breakage 
in the handling ef merchandise? Am I faithful with the 
minutes and hours that belong to my Company? Am TI 
honest? Cen the money ef others be entrusted to my 
care? De I sever speak untruths? Do I realize that to 
be loyal I must hevye all of these qualities ? 


6= Wental - 10 pointe: 
1. Taet 
2= dudgment 
Se Imagination 
Whet are my mental qualities? Am I tactful? 


am I diplomatic, or de I rush inte trouble? Deft 


exercise good judgment, er when things are left to me, 
do I do the wrong thingy Have I imagination? Am I 

quick tc picture a women buying « clothes line as re- 
quiring new Clethes pins and some hocks te fasten the 


_ Line up with, shich might result in @ suggested sale? 


Tx Initiative - 10 points 
Have I initiativer Heve I the qualities that 
enable me to see things that need doing witheut being 
told? Do I mke recomiendstions to these above me far 
the betterment ef displeys, cr Improvement in service? 


Ne s) 
a 
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S» Cooperatica - 10 points 
Do I coepsrate swith others? Am I pulling together 
for the good ofall? or mast I werk alone in my ine- 
Gividual way? Am I willing te give up individual taste 
for the benefit of these at heme? Do I realize that we 
are all dependent upen cus another and therefcre must 


= Knowledge of Merchandise ~- 10 points 

l- How made 

2- Of what 

S= What used for 

S= When and where 

= Care of 

Have I knowledge of the merchandise in my departments? 

4s made? Do I know what it is made from? Can T tell what 
4% is used fer? Have I ever thought whe requires or uses 


4%? When and where do they need the articles I sell? 


ent? De I knew how it 
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Knowledges of Store - 10 points 

a ecero dm 

After I have learned about oy department : have I 
learned about the store as a whole? Have I tried to learn 
and understand iis policies? Do I know all of the various 
departments? Have I studied and learned thé system in use 
in each department? 5.5. Kresge’s “What kept cur business 
Grosing Through 1921? April "21 Systen, 


TRAINING BY CORRESPONDENCE ANDINSPECTCR 
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The training by cor respendence has a difficulty 
of sustaining interest at such long range ean there 
is no personal touch! However, if we use combining 
with inspector or training staff, the result will be 
good. 


W. T. GRANT*GoMPANY'S POLICY OF MEASURDG MEW 
‘The Central office always must wetch on sales 


ferce with accurate, complete and up-to-date records. 


Such records sare absolutely essential if @ company 


in which the personnel is scattered as in Variety Goods 
Cheins. Such a record is to be able to determine with a 


fair degree cf accuracy these men whe, on the basis of 


emonstraied qualification are most deserving of promo- 
tion and these best fitted for special work. 
It is difficult te get porfect record, 
Toe obtain 
but to summerize end tabulate them so that they can be 


complete personnel records ts difficult, 


readily cempared and made usable present an even more 
aifficult problem. 

In this article there will be opportunity toe dis- 
cuss only the mors important records which are used in 
following up the work of the trainers (flecrmen, and 


 agsistant managers) in the stcreés 


AND ASSISTANT MANAGERS 


With the exception ef these whe have had the least 
experience, 211 trainers net only supervise the general 


up-keep of the department, but order the merchandise and 
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are responsible for sales, stock contre] and mark-up. 
Usually, too, the window displays for his departments 
are his own handwork. 


METHOD OF HANDLING MEN 

Men are transferred frequently (4-12 months) from 
store te store and even in the same store, the assighusnht 
of department is chenged several times each years : 


THE SOURCES OF INFORMATION FOR MEASURING MEN: 
 ~Brdefly there are two prineipel scurces ef informaticn. 
(1) Reports from manegers and (2) the records which 
men make in their department works 
(1) Managers Reporte 
(a) General report 


(bo) Rating 


These reperts require presentation in from feur to six 
weeks efter a man reperts to each store, anc whenever he 
4s transferred and after each interval of six months if 
he is not previc usly transferred. 
(a) General Report 
This repert is the cnly report used whic cannot be 
easily summarized end errange for ready cemparison. Tt 
ig very useful in giving informtion for immediate use, 
but is not as helpful as ether reparts when there is cte 
casion to consider and compare records mede over a period 
of yoarse | 
(bo) Rating 
The rating, although not made mumfericaliy, is re- 


ok 
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corded riumisnieally as shown in 

To keep in touch with each man's departmental work, 
we have a monthly -eport which the man arranges himself 
at the end ef each month, and the inspector's departmen- 
tal report which is made whenever a store is inspected, 

It will be seen that the monthly report shows for 
the month, and fer the pericd to date, the relaticnship 
to quota of the actual stock, sales, turnover and mark-upe 
All records which equal or better quota ere entered in 
black and all which do net equal quectea are entered in red. 
It will readily be seen that this report is practically 
rated by the man himself when he makes it cut. Ked ap- 

pearing on reports are not liked any better by the men 

in charge cf departments than by the home office. ‘This 
is a very useful report. It gives very valuable infcr- 
mation to the Personnel Depertment, and in addition it 
requires a check on the part of everyman, at least once 
a month, of the exact conditicns in his departments. 

Imppectors visit each store peri cdically end check 
the entire store. Sach depertment is given an individual 
rating on merchandise in stock end cn general upkeep. on 
the sumary of the inspector's repert, copy ef which is 
sent tc the Personnel Dept., each department is credited 
to the man in charge. ‘The wecordsef each man is taken 
from this summary and is entered on en individual record 
card, Which shovs the average rating for the store, in 
sadttion to the records of the departments of whic: the 
trainers have charge. ach department rating which is 
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below the store average is entered in red, To make it 
possible te use the reports effectively, it ia necessary 
to summarize them and bring them together in a small space. 
For this purpose a card called the Master fecerd Card is 
usede On cne side is a brief sumsary frem the application 
and space for a summary veseré ef all the reports received 
while the man worked in each different store. On the re- 
yerse side of the Master Recerd Card is a complete vege 


asignments in every 
atere in which the men works and the summry of a11 the 
ratings which he receives. 
- There are many questions wbich arise as a result cf 
this systems 
What about the recerd cf « man whe is put in charge 
ents which are net in goed @ ndition? 
Surely it will take several months to get them in 
really good conditicn end mports wil) net be in good con- 
There are times, toc, when general business ecndi- 
tions become unfevorable in certain cities. 
There is elec the preblem cf the individual likes 


and Gislikes of menagers; manegers whe elwgys rate rele- 
tively high, manegers whe elways rate reletively low, and 
managers who rate carelessly ond SC Che 

our experience shears, however, that every manager 
will, in his rating, differentiate between men whether 
he is generally rated high cr lew. By keeping this 


| recerd.of all his ratings sc that they can be reedily 
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compared, we can as easily pick cut the men whem he thinks 
are the leaders if he rates low as if he rates high. 

A great many of the things which might seem te tend 
toward unfairness are eliminated toc because of the fact 
_ that nearly. every man before he fis ready to be considered 
for a manager's position will werk in from six to trelve 
different stores with as many different menagers. Under 
such a system of transfers each individual will usually 
_ get his fair share of "Breaks" both favorable and un- 

_ favorable. 

The cost of keeping the recorés wp including send- 
ing cut requests, follow-up, summarizing and tabulating 
is very nominal. Less than full time for one clerk is 


required for the records of 250 men. 
Por further informeticn see "Chain Store Age" Aug. 1925 


MASTER RECORD 


Name Class 
Address 
Date of Birth _ test Score Previous Exp, Began 
Nationality Education Age eat 
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Matrimonial felat ion 
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Under this centralizing control system, all transaction of 
wusinese is controlled by the Control Department which is reaaly 
the Poard of Directors « Joint Committee of Directors, according 
te predetermined schedules All purchesing and selling is con- 
troled by the it 
éepertmente are checked from time to time in order thet the 
executives my have « knowledge of the condition of 
their business. 

All sther phases of tne business are controlled through 


errens Division of Contraol Department. These 


the executive division. 

Since all important information is sent out to every necess- 
ary point, 4nere should be no delay in checking up shipments, 
payments and so forth, thereby saving time on inquiries. Also, 


in ease of fire at central office, there is no worry because 


complete recods are kept in several places. 


In looking over the organization chart which I have in- 
dicated before, you will notice the ~ersonal Department site 
above Boar’ of Directors. This does not mean that the Personal 


tment should be ranked higher than the Doard of Directors, 


but simply indicates the importence of educational value and 
coordinating value of Personal Depertment. In such a case, 
the Yersonel Depar 


sont must govern the Board of Directors. 


in order to reise the 6fficieney of the central control 
system, the budget system must be applied. Otherwise, there 
is no plarming for the future, so that they can only perforn 
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daily work. if we apply the Budget System, «11 work is pre- 
@etermined to some extent, so that we are able to plan, with 


a fair ex 


sunt of accuracy, on future business. In this way we 
ean eliminete waste and avoid many errors. 
This procedure cen also affect th sows extent, business 
failure. — 
Vhat Information to Cet. 
The information for executives may be summed up as 
follows: | 
1. Purchasing, Suppling: 


Be is tne stock or merananiise heing } <ep% up? 
bob if Note what items are "going short” on 


Ge thot § gs the eondition of the warehouse 
rehend. | sere~house crpaiatits 


Be 


@. Are the bill clerks keeping the work up- 
to-date? 


b. Is the ace oaunting department keeping the work 


: prise? 


each sale of articles? 

De “hat is aa store deing in warehouse 

Ce hat profit is each store making? 

a. What number of orders are coming back 

fobm each store? 

e. Are peofite large enough to cerry overhead? 
f. What is the condition of retail inventories? 
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. mecber stores? ° 

be If so, what is the cause? 

c. Lebcr turnover end its cause. 

5. Special Events: 

&. DO events of any impertance occur in 
any place where member stores are 
situated? 

Exeuutive deily reports should, in general, concentrate 
all essentiel data on more than one page. ‘ersonnel and 
special é¢vents report 

business r: 
him a convenient and porteble brief of the condition of his 
business in 211 its ramifications. U“oreover, a report 

really effective, must be up to the minute in the information 
at contains. 1% sh 
reason, if a daily report errives four or five days late, 


ert, (by this I mean the report concerning mer- 


fed to the executive, give 


muld pave the way for future. Yor this 


ree is lost, for 


the evil it presents mph 

beably by that time ceased to he so evident. 
Daily and weekly reports, therefore, shouid come to the 
executives desk on the day following that for which the 
figures are entered. In the large Variety Chains e11 reports 


4, Mr. Mayward's "Chain Store” pp. 305. 
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ean not be looked for in one day, as they must take daily 
reports from near-by city or town and weekly report from 
: t city. 
Jenthiy and other periodic reports should he presented 
within five or six daye efter the end of the month. annual 
pile, bat they should be 
eted during the 50 days following the end of the fiscal 


a 


urally take longer to com 


executive report and daily eash state- 
ment, this has been so weel indicated in “r. Mayward 


5 “Chain 
Store" and i. Greer’s “Chain Store Accounting" that I avoid 
to @uplicate it. 

Agide from the above, we nee 


| . the weekly report, the mon- 
thly report, the comparetive statements and the annucsl repért. 
These forms and processes are identical with o 
business, excepting that in this 


her chain atore 


tusiness there is no collection - 
of this I refer 
to another author's book << "Chain Store Accounting”. 


sunts receivable on sales. in explanation 


The following explanstions mey be necessary: let, 4121 
6 mast coordinate with the budget and must always 


, gress division in the control 
department, ell activity for plamming and operating mast be 


1. Im distent place the daily supervising Punctions should be 
delegated to District “anagers 
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se Gantt Progress Chart can be utilized. 
F. ¥. Woolworth Company's Accounting System, 


riing to (rr. Persen as follows: 
Sometimes rising price of material confronts us, some 
advantage of falling prices, Ve 


venent, by inking excessive profits making 


“one wend wash the other”, bat obviously thin would be an 


; of foretelling accurately : 
ment of the market is to continue 4 


; how tong an upward price move 

88 we cannot risk a temporary loss. 

, We try te confine each month’s business so far as possible 

m itself, ané mke it show « pr 
It follows that when prices are falling, we do not needd 

to take an excess profit to : 


efit. Each month must support 


lependence upon the other months, just as each 
itself without being a drag upon the 


compensate for losses during the 


ef prices. We pase the decline in price 
i , 
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Chapter II «- Budgetery Control. 


In order to make a successful organization it is 
necessary to coordinate and combine all the separate 
activities and functions of the chain. The executive will 
not gain the benefits of these methods of better administra- 
tion unless the information collected at various points is 
concentrated at one place, in approved reports and at 
specified times. 
| Por this a centralized control is necessary. The 
centralized control is most effective and smoothly operated 


under budgetary control. 


Budgetary Control. 


Essential Feature of Budgetary Control. (Outline.) 

1. The statement of the plans of all the departments 
of the business for a certain period of time in the form 
of estimates. | 

2. ‘The coordination of these estimates into a well- 
balanced program for the business as a whole. 

3. The preparation of reports showing a comparison 
between the actual and the estimated performance and the 
revision of the eriginal plans when these reports show that 


such a revision is necessary. 
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Purpose of Budgetary Control. 

l. The first purpose of budgetary control should . 
be to establish a map of future business. When a ship 
leaves port, the captain presumably has a goal + the port 
to which he is bound; the chart of the course; and instruments, 
such as compass and sextant, to keep him on this course. The 
captain of a business must take the same precautions in 
guiding his business ship over the rough seas of competition 
and alterating periods of prosperity and depression. 

fhe established quotas and limits are the ports 
toward whieh the business pilot is headings the budget is the 
map; and the comparison of actuel with estimated figures 
corresponds to the ship's compass and sextant, for by this the 
direction of movement and the location of the business is 
determined. Here the analogy ceases, for if the ship is off 
its course, the rudder 4s merely moved so as to correct the 
direction. In the case of business both the direction and 
goal are changed « that is, the budget quotas and limits are 
readjusted to fit the new situation. Nevertheless, the fact 
remains that 1f the management knows what is to be done it 
ean take the mos® direct means of doing it. It is difficult 
enough to pen to a line when the line is distinct. Waste and 


-tordacd yrate 
t Lowtags qratepbut 26 | 


od 


4 ‘i 


nd odd tyakbeod at toliq « 
goTayl2 Bedamktee ddte fauten % 
aid atid gd wel tonsege bad 


ss drei bt a2 ab % me lion ‘ 


bite CORON On tod waDad end to 6 


: inefficiency, if checked every period, can be stopped 


“dmmediately, and the substition of records for memory makes 
for exactness. 
2. Coordination of the Activities and its Interdependence. 
It is the author's experience that executives eften 
become so engrossed with what they regard as their business, 
that they fail to give sufficient attention to many of the 
administration problems to realize their significance. They 
are easily inpreases with the value of a sales canpaign which 
will result in a large increase in the volume of sales, but 
they may fail to realize the importance of working out methods 
by which to coordinate the sales campaign with the purchasing 
program 80 that the goods purchased will be ready for shipment 
to member store at the proper time. 
In @ very email business the individuel functions of 
management may be in the hands of one man, but even here lack 
of coordination is likely to result, for the functions are less 
well-defined and may be even more difficult to coordinate than in 
the case of much larger establishments which have an individual 
manager for each. Therefore, it is seen that his @iscussion of 


functional coordination is not merely for the large firm which 
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has an oatabl toned organization. it is true that when there 


are satevet persons individually responsible for a different “ 
function each is likely to overemphasize the importance of ; 
his own field of activity. | “i 
| ‘ie The sales function. 
2. The production or purchasing function. 
Se qhe personnel function. 
4. The finanee function. | 
&. he standard and record function. 
; Since these functions found combined in a single 
business unit, it is fair to suppose that there mast be a close 
relationship between them. 
Selling ts the “little idol” in many Variety Goods 
 organigations. 
Small consideration is given to the cost of these 
sales and the margin which they should yield. The bringing 
together of the costs and possibilities of the constituent 
elements of the selling process enables the community 
purchasing agent, and the Varlety Goods Merchant, to arrive 
at the approximately correct relation between sales volume 
and expense. | 
Wot only are the functions of purchasing, personnel, 


finance and operation coordinated with selling, but the sub- 
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divisions of selling « the selling departments « are purpose} 


fully coordinated by the proper funotioning of budgetary 
control. 

fhose responsible for accounting and statistics, the 
functions of reeord keeping, must cooperate in the actual 
operation of budget plan. 

There ie very real peril awaiting the chief executive 
who has hie eves always on the internal performance of the 
businese. The slowchanging ss woll as the rapidly fluctuating 
economic forces must be carefully watched. ( Coordination 
external and internal statistics is aseured with a properly 


constructed and operated system of budgetary control.) 


Centralizing Executive Control. 


The third major purpose whieh the aystem of budgetary 
gontrol performs ia that of centraliging executive control. 
A consideration of this purpose is necessitated by the increase 
in size of stores and the increasing dangers of delegating 
author tty to aubordinates. fhe delegating of responsibility 
for the srapersenteer of expenses to subordinates has been 


known to lead to dire resuits. 
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Control Exercised by Ownera. 


In the corporate type of business organisation the 
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ownership is vested in the stockholders. Legally, the 
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executive control also is vested in the stockholders. As 

a matter of practice they exercise this control very indireatly. 
The direct control of stockholders is usually limited to the 
protection of property interest, maintenarce of dividend rate 
and financing of extensions. Remainder pase upon board of 

| director. Of course in the case of an independent store and 
not of a stock company the absolute control will be in the 


hands of the owner. 


- Gontrol by Board of Director. 

The board of directors, although they are responsible 
for the administration of the business, do not, as directora, 
participate in such administration. Thoy content themselves 
with outlining the general policies to be followed and then 
Gelegate the exseution of these policies to the gencral officers 


of the business. 


Control through General Offices. 


fhe president of the company is usually the chief 
executive and 1a responsible for the administration of the 


business. In some cases, however, the president is the 


Jy 


subordinate and the chairman of the board of directors assumes 


the general authority. 


Making Forecasts and Recording Results. 


fhe fourth major purpose of budgetary control is to 
made the forecast more definite and to record results period 
by period. The idea of forecasting is not new in the way of 
management, but in the past it has been considered, to a degree, 
unscientific. The problem of selling defferent kinds of goods 
economically is constantly arising, but one season finds the 
average merchant just as helpless in the face of conditions 
as he was the year before. To be sure, in many cases the 
current and past statiatics have been recorded, but the results 
of eatimates, that is, the comparison of actual results with 
anticipated results have not been tabulated. Volume, complexity, 
and a desire to place the business on « permanent basis are 
creating a demand for reliable records. 

In addition to a central forecast, estimates of the 
yarious budgets should be received from those who are reaponsible 
for their fulfillment. This serves two purposes: (1) To gain 
the cooperation of executive and (2) to eheek up on the central 


eatimates. 
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Summary: It estimates in advance, the factors of times, 


volume and value necessary to produce a definite amount of 


gales in a given period. It forecasts: 


Production on Purchasing. 


The quantities of each product to be made or to be 


paronaseds 


When to Make or to Buy. 


Income: 

The anount of income. 

When it will be realized in Cash. 
Expenditures: 


“She amount for matorial, labor, supplies, 
expense and equipment. ? 
When it will be paid out in Cash. 
Financing: , 
fhe amount of financing necessary. 
When it mast be provided for. 
When it ean be liquidated. 
Profits 
Fhe amount of profit. 
When it will be realized. 


Pinancial Position: 
Balance Sheet figures whioh, protested into the 
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future, will give effect to the operations of 


the business as estimated in the Budget. 


Need, Advantage and Disadvantage of Budget. 


A well planned and ably directed Budget benefits 
business in many ways: 
1. It ia a marked influence in the most economical 
use of working capital, since it is planned to utilizing plant 
facilities and current assets to the maximum of their potential- 
ity. | | 
| 2, It prevents waste, since it regulates the spending 
ef money for a definite purpose and in accordance with 
appropriations established by the executives of the business. 
3. It places definitely ~- just where it belongs - | 
the responsibility for each function of the business. 
4. It 1s the only meano for predetermining when 
and to what extent financing will be necessary. 
&. Budgetary program makes possible 
fa) Construction of a profitable sales program. 
(bo) Coordination of sales and purchases. 


(ec) Goordination of sales and purchases with finances. 


(4) More direct control of expenditure. 
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(@) Formation of financial program. 
(f) Coordination Gf all the activities of the 
business. | 
6. Budgetary program encourages = 
(a) More careful thinking. 
eee (o) Discipline, by requiring speedy and accurate 
ne _.. peports. 


{e) Coneurrent competition and cooperation among 


member stores and employees. 
(a4) Explanations of increase of expense or Meimaint 
:) 4 sales. 

Pins Activities of the budget in its role as detective ~ 


(a) Stock control; detection of slow movers. 


(6) Detection of sources of stock shortage. 
ae Si 6. Administration which have developed a well ordered 
— padget Plan, and which operate accordingly by Managements 
gana aes favor, from their bankers. 
a The Budgetary program is business, therefore, is the 
greatest contribution towards the attainnent, of success. It 


: die not « substitute for management but rather a means to an end. 


"9 buy and to sell these are the important and essential 


- gonsiderat!ons in the average commercial enterprise. To accomplish 
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them, that the masimum of profit on a minimum of capital 


may be realized, is the object of all intelligent business 
effort. 

Business effort is intelligently directed only when 
4t te founded on a well ordered plan. This is specially 
important for chain Variety Good Business because it needs 
the centralized control. A mark must be set, a course charted 
and the ultimate object kept idnabantly in mind. Even with 
& course carefully charted it is necessary to make frequent 
sounding and aheekings, to see that no detail is overlooked, 
and that advantage is taken of every eavenanss condition. 

The elimination of loss is as necessary to successful 
business ag profit iteelf. The inte ties made through the 
prevention of mistakes, inefficiency and waste, is profit, 
just as the difference between cost and selling price is 
profit. , | 
| To avoid waste tn business, it 4s necessary to know 


when and where the leake are. To find the leaks there must 


be some effective means for detecting them, and of knowing their 


importance when they are found. Leaks and waste drain the 


resources of Variety business concerns. 
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“ne Division of Budget for Control 


The division ef the budget into constituent elements 
is analogous to the division of the functions of the business. 
The funetions of buying and selling are first recognized, stitial 
as business becomes more complex, other funetions and sub} 


divisions are found. $0 it is with the budget. 


foday the necessity for a division of the Master. 
Budget into a merchandise end operating budget is 
“well recognized, while the establishment of a sales budcet, 
the key to the socurate eatinmate of the others, has only 
“pecontly been geen tn 4ts full importance which is especially 
important to retatl business = 80 to Variety Good Business. 
Tt has heretofore been considered very superficial in cone 
neetton with the merchandise budret . 
Sales budgete and merehandise budrets are indeed 
two Gtstinet types. one 4s the estimating of the volume 
) of business a store may properly expect and plan to attain, 
while the other te the proper control of merehandise in order 
to fulfs11 the sales expectations. | 
The larger management unit may wish to divide the 


main budget and subdivisions into still smaller segments 
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“tor more searching control. 
an “While the individuality of these more minute units 
should ‘be’ recognized at the same time their interdependence 
“and altdmate coordination into one controlling bydget 


(Waster Budget) should not be overlooked. 
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the pales budget has. as bee main purpose the 


de 


establishment of sales quotas, based upon the sutiasned. 
possibility and profitability of sales, availability of 


: equipment and floor space (this element is not as important 
din variety Goods Business because of rapid turnover goods), 
ana cost of procuping anles. These estimated quotas not 
only, establish a goal for the selling departments, but 


: give a basis for preparing the merchandise and operating 
budgets. A further function of the sales budget is to 


Gisolose weaknesses in the selling plan. 
| The Variety Goods Business that sells many thousands 


of. aifterent items of merchandise, must set up a program of 
what sales are expected to be, if purchases are to be made 
intelligently in source markets ali over the world and 

deliveries to the shelves or stockroom of member store 


 gompleted before the customers of the store come to buy- 


pet ted ers vis ere 


4 


{he owners and officers of a Vartety Goods Store of 
Pht 


appreciable sige must set up a sales program for each season 


by 


or fiseal period in order that the customer may receive parvios 


! 4 


“gervice resulting from coordinated parghqsing, operating, 


financing, and plant maintenance and extension. 


The buyers of various departments who are purchasing 
- goods in different markets are to work as “t 
know not only what volume of sales in their ovin partioular 


} \ ‘ 


‘Lines they are anticipating by their requtettieny, but they 


“must also know something about character and anigunt of a 


ae other lines of the store, so that they may select and purchase 


qualities: and quantities coordinate to other at inde of moods. 
Hot only but also they must work in harmony with each 
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others: they must work in borates: wee the Reseiving manager, the 
_— superintendent of warehouse. | 

The one vital point of contact between ha selector of 

"merchandise and the operating man who handles the ‘order for the 


‘eustomer, ia that they both promise their work on ‘the game 


expectancy. or estimate as to volume and character of materials. 
It ean be understood that sagrenacbeaibonenicar and accurate information 


2 | with reference to sales anticipated 1a of utmost importance 


in the internal control and management of Variety Goods Store. 
The Revised Estimate: Though the sales estimate is 
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usually prepared originally by the sales department, the 


pales department should take into consideration the plans 
and possibilities of tha other departrenta. 
Preferably, the revised eatimate which eserves as 


the basis for future operations, mast be the result of the a 


eooperative efforts of all the functional departments of | q 
‘the business. “In other words, it mst be prepared and planned by 


‘the statistical department under the supervision of the General 


Sales Manager and then revised by the Sales Budget Committee 
whieh is composed of several coordinated and related departe 


Basis of the Sales Estimate. | 


‘fhe sales estimate is a report which gives! in e 


Je summarized but comprehensive form the sales which the salics 
department desires and deems possible during the next budeet 
period. In the preparation of this eatimate, information of 


- vartous kinds must be considered, which information may ‘be 
 elassified under the following headings: 
‘le ‘Knowledce of general plans and policies of Hisiness. 
Such information is obtained from the decision of 


the executive officers and the board of directors. 


2. Knowledze of trade donditdons. 


Gach information 1a obtained as a result of market, 
analysis. 
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| ~polictes taken into consideration before they are finally 
- adopted. 


eoncerted together and checked against each other. Market 
 analyeis and statistical records show to what extent the 


potential demand haa been satisfied and whether or not 16 


Se Knowledge of the amount and nature of previous 
gales, as ehown by the accounting records. 
Such information involves sales analysis and 
comparison. 

4s Knowledce of Business Cycle. 
Such information is obtained as a result of a 
thorough comparative atudy of statistical inves- 

tigation of own business and general business 

condition over several vears. | 


Bs. Knowledce of sectional custom and nature. 


Le Although I have indicated the general plans and policies 


_ of business it ig not difficult to consider if the proper methods 


of management are. followed and the poasible effect cf new 


2s Market Analysis: | 


The market analysis and sales anaiysis should bs 


is profitable to try to satisfy it. 
The buying power of the comunity first rust be 
studied, through bank deposit, mumber of labors, industrial 
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growth of the community, payerats of workers, the condition of 


erp and farmers profita, and many other local and meneral 


trade factors. : 
5+ Business Cycle and General Trend. a 
Business Cycle of own business: A 
he Work out monthly and yearly Sales by using chart of a 


Relags 


aye eee vary aes ee 
ne 
Seon ee een, ee 


= Pee ee 
PE a Sy a Ce 1 ee oe ecm ge See aes ema eos 


some definite year as basis. 
2» Differentiate or divide up to sectional form in 
order to study the sectional or Local sondition. 


Se Find out general trend. 
"Business Cycle and General Trend of Business as a Whole 
and of Same Kind of Business. 
l. Work out the business condition of other Variety 
Stores. | ree 


2+ Compare with Harberd Business curb or Business curb 
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which is applied in Federal Reserve Bank. 
4s Sales Analysis. 
| | - Combining the knowledge from own business curb and 
trend and past selling record, judge the following year's 
; sales, (Keeping in mind of course the general business 
eonditions.) 


Range of Sales Increase or Decrease. 


It seems to me that the most logical way to estimate 
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_, future inerease or decrease numerically is (1) to hina out 
_-“‘Aighest or lowest sales within five or ten years over average 


sales of sare period in per centage, (2) divide it th half, 


then add to or reduce from previous year’ s sales. This, results 


in. a eatimate of the coming year's sales. Ns 
§» Bectional custom, Climatical condition, Attitude ‘of 
People » . Le * 


Such a study must a made irectiy by the Zocal 
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manager or through special investigation. Although such a \ 


ve point is almost neglected at the present time, it is a very JA. 
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— matter to consider, For inatance, in the south the PA 


oo and the eastous of the people differ from those in a ; 
O etmer parts of the States, Moreover the majority are of 
7 Prengh or Spanish descont. 

| s The climate also in various sections of the country 
LT attese = the eastern section going through the period of 
winter at _the same time summer is approaching the South. Due 
he theese elimatie variations it is imposaible to parallel 
he 8 Bales on both summer and winter goods in all sections of 


the country at the sane time. 
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3. By Stores. 


The Building and Equipment Budget. 


a tm the Variety Goods Business items such as these 
~~ embody an important part of the expenditures. 
oe 
| de Expenditures which are necessary to maintain the 
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present stores and equipment at tee normal effictency. 
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ows Expenditures which are made to replace with new 
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“ equtrront, old equipment which is worn out and discarded. 
Be Expenditure in connection with pracens equipment 
wich add to its life or efficiency. 
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rr Expenditures which are made to obtain new 
~ equipment which does not replace other equipment but which 
TI cdes an addition to the sum total of the equipment 


hi \ Where maintaining a real estate department, with the 
-aeabeheton of delivery expenditure, auch ftems as truek and 


nould be separate from that department. 
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[nsvwe), ate. are necessary proper method to repair and replace. 
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| offive equipment (which 4nolude typewriter and adding maching) 


\ any way, Store building, Store equipment, Office fure 
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eee “quite often, in order to better the conditions, it te 
yeescary to place additional equipment. or to orn 
‘for. expansion. | | t 


Repairs are siinakhaid senaktewed a current expense 


* ens the business. This mast be provided for out of the income 


ort the Stogab pertos. in which the repairs ocour,. \ 
i pharsios Replacements. x 
| he cost of replacements is not an expense of the \ 
= during which the replicement takes place, but is an any 


: ‘hen betterments are st future periods will sien ih: 
Pr, either through the increased efficiency of the equipment 
 goneerned, or through its longer lifes Hence, replacement costa 
are postponed. 

a : In efther case, since future periods are to receive the 
benefit of such betterments, they should bear the cost of the. 
“Dettorments. Hence, betterments are charged to asset accounte 
"and are not reflected in the expense’ aceounts of the period - 
which they are: dmeurred . 
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ies ine “adastsonal pudding | and seauaeens are made for the 
boners of future periods. Hence, their cost is not charged 
| to the period in which they are obtained but is distributed 
> meuns of the por todtoal depreciation charge, over the perioda 
during wht ob they are used. 
‘ie Building and Equipment gives rise to two kinds of 
- eharges, es | : 
ae le Those which are ‘mane to maintain the present a 
a equipment. Repairs and replacements are ‘| 
“ ineluded in this group. fhese may be termed 
“Waintenance and Cost." 
‘Ge Those charges represent an additional buflding | 
) or equipment to the assets of the basiness « Prete a 
Bettermenta and additions are ingluded in thia : 


group. These are termed "Building or Store and 
Equipment Costs." They are charged to the assets, 


a Maintenance charges on Building and Equipment need 

tne ‘selling are a part of aelling expenses and should be ineluded 

we in the selling expense «budget. In oase of office buflding and 

a equipment should be changed to Administration expense. 
is Expense Budget.) 
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It is desirable that the maintenance costs also be 
ghown on the plant and equipment budget. 
Gai In this case one may be checked against the other 


makeing it. possibie to correct errors made by either party « 
fhe Building and Equipment Budget should be piiiabalh 
by the Real Estate Department, 1f such a department ia maine 


| tained, and through the Accounting and Statistical departmente. 


In connection with this element of the budget it ia” 


- nedessary to give careful consideration to the funds available 
i for the purpose, and particularly to what extent borrowing or 
- ftnancing may be needed to fulfill the program. [It ie algo 
Mae necessary to consider the profit returns from the additionsl 
maintenance, depreciation, insurance, taxes and other expenses 
that are influenced by enlarged investments in Buildings or 


Stores. 


Should additional facliities be required the Budget 


_ should give a detailed description of the property to be 


— *Boquired, the cost, and the time when payments mast be made 
 againat the Budget. 
The Budget, when finally approved by the executives, 


will consist of a atatement of authorized appropriations 


identifying the various objects and expenditures of the businesses 
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"From month to ase the executive should be furnished 
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Operating «+ Expense Budget 


This is an estimate of the expenses necessary to 
operate the business in the budget period. 

The function of the expense budget is to find and to 
atop the leaks. Small leaks, when duplicated many times, 
justify minute analysis. The appropriateness of the proverb, 
"A small leak may sink a great ship", is apparent. 

In the securing of sales, expenses are incurred for 
salaries of salesmen, wages of clerical help, postage, sta-« 
tionery supplies, and advertising, light, heat, -etc. In 
purchasing og goods, trucks, buyers salaries, miscellaneous 
labor, warehouse expense, ete., must be considered. In the 
general administration of the business, expenses of various 
kinds are necessary. : 

The first essential to be considered in controlling 
expense is placing responsibility for the spending of money 
on the incurring of expense in each department of the business. 

According to the opinion the Controller's Congress of 
the National Retail Dry Seeds Association the classification 
is as follows: 

1. Salaries and Wages 
8. Rentals 

&. Advertising 

4. Taxes | 

5. Interest 

6. Supplies 
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7. Service Purchased 

8. Unclassified 

$. Travelling 

10. Communication 

ll. Repairs 

12. Insurance 

13. Depreciation | 
14. Professional Services 


The foregoing divisions apply in whole, or in part, 


to the general division of expense under five functional 


group classifications: 


1. 


Be 


3. 


4. 


Selling expenses, on those which are incurred in 
the marketing of the product purchased for sales. 
Purchasing expenses «~- a11 expenses which are 


‘spent for the purpose of procuring materials, 


including storing and shipping. 

Financial oxeuntes en those incurred in planning. 
and controlling the receipt, custody and disvurse- 
ment of funds. 

Administrative expenses, «- those which are incurred 
in the general admin&stration of the business and 
cannot be charged to any of the foregoing groups. 
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{he expenses of general manager and his staff, 
capital stock tax, Directors’ fee and expenses 
and income tax. 

5. The business, such as the accounting department, 
personnel department, purchasing department, and 
an office manager's department. often such 
expenses are included in Administrative Expenses. 


There are some expenses which are ineurred by which 
only one department will benefit. These should be charged 
directly to that department. For instance, the salaries of 
the ssles clerks ean be connected directly with the operations 
of the sales department and charged to selling expenses. Such 
an expense is known as "direct" expenses. | 

There are other expenses which are incurred through 
which two or more departments will benefit. This cannot be 
charged directly to the expenses of any one department. For 
instance, the expenditures for light and heat at main office 
are for the benefit cf all the departments of a business. It 
is necessary to allocate these expenditures to the various 
departments which are benefited by them. ‘These are known as 


"indirect" expenses. They are called also "overhead". 
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Selling Expenses 


This is one of the largest items in the Variety 
Goods Store, especially in the chain system. If it is so 
great thet it will cause a hazardous condition if put in 
"Operative Expenses Budgets", it is better to branch it off 
as "Selling Expense Budgets". 


Classification of Selling Expense: 
- 1. Central Selling Department Expense 
2. Member Store Expense 
3. Salesmen, Sales girl's salaries and expenses 
4. Light and heat used in member store. 
&. Advertising. 


Central Selling Department Expense 


All expenses which are incurred for supervision of 
district office and member store concerning sales, such as 
general sales mamager, assistant, stenographers' salaries, 
travelling for inspection, light and hear expense allocated 
and many other office uses, including stationery, ete., should 
come under this heading. If, however, there are many district 


offices, they should be arranged under another heading. 


Member Store Expense 


Manager's salary, assistant manager, window dressing, 
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heat and light, local taxes, and many other expenses for 
keeping stock and promoting sales should come under the 
above heading. 3 


Salesmen, Salesgirls' Salaries and Expense | 


This includes all member stores’ salesmen and sales~ 
girls salaries and expenses. Sueh an item is usually large 
in amount and is better treated as separate from "Member 
Store Expense”, 


Advertising 

In the Variety Goods field, advertising is being re- 
cognized as of great importante. Therefore, this item is 
not large enough to separate from "selling expenses". 

There are many methods for calculating advertising 
costs. Among them the following one is most applicable to 
the Variety Goods Business: The advertising expense of 
the current period may be based on the estimated sales of the 
current period, determining the amount by taking a certain 
percentage of the total volume of sales. 

In order to control the Selling Expense Budget it 
must have a proper system of reportea which will make possible 
@ proper check of its operation. 

Now we must consider the Purchasing Expense. 
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Purchasing and Supplying Expense 
This includes all expense incurred in purchasing 


department, buyer's travelling, warehouse maintenance, 
trucks, shipping, packing, salaries of warehouse and other 
divisions of purchasing department's employees, etc. That 
is, all expenses which are incurred for procuring material, 
storing and final arrival at member store. 


Financial 


All expenses incurred ih planning and executing the 
financial program. | 


Administrative Expense 


Includes all accounting departments, statistic depart- 
ments, and many other functional department expenses. 

Also the salaries of executives who do not devote 
their services to any particular department, but render ser« 
vice to all the departments in the way of direction and 
supervision. For example, the president and his office staff. 
Stationery, heat and lighting, typist and stenographer's sal- 
aries which, allocated to those departments must also be 
included in this. 

When figuring out those expenses, it is better to 
defferenciate departmentary, and then complie the final form. 
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The Purchase and Sappling Budget 


fhe principal problem in merchandise planning is to 
determine the size of the inventory which should be main- 
tained, and to set up a purchasing program which will 
schedule deliverées to stock in such quantities and at such 
times as to provide for its maintenance at this amount. 
This includes the sending out to member stores of merchandise 
to sell and of stationery for office use, sending the re- 
quired department or member TEP nf time. 
fhe problem of settling up an estimate of stock 
requirements necessitates: | 
1. (a) An estimate of the sales that will be made 
of each kind and class of goode (merchandise). 
(bo) An estimate of the required amount that will 
be indicated by article and kind «=< (stationary). 
2. A statement of the stock of goods that has proven 
sufficient to meet the sales requirements of 


preceding periods. 


Method of Determining Inventory 


Since in Variety Goods Business there are so many kinds 
of merchandise it is difficult to apply the perpetual inven- 
tory system. The Physical Inventory system will be appli- 
cable to such a store. The check up at frequent intervals 
is particularly desirable. 
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Determination of "Normal" Inventory 

fo find out this, it is necessary ° | 

1. Yo determine the average inventory (stock) 
during past periods (as a whole and each 
group of goods). 

2. To determine the ratio of the average in- 
ventory of past periods to the sales of 
those periods, that is, determine the mer~ 
chandise turnover of these periods. 

3. To apply the turnover of past perlods to the 
estimated sales of the current period to 
obtain the average stock for the present 
period. 

4. beaes of stationary it must depend on past 


and necessary expansion. 


The Buying Budget 


When the estimated inventory has been determined, 
4 is then necessary to.make a schedule of deliveries and 
purehases which will maintain this stock. 


Purchases Budget Control 


The purchase budget provides a working program for 
the current period. This program is based on estimates 
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which, however carefully made, may prove inaccurate because. 
of market conditions that could not be forseen at the time 
these estimates were made. It then becomes necessary to ; 
revise. 

) A revision of purchase quotas to meet changing trade 
conditions is not a simple task in the case of a Voriety 
Goods Store where must be handled thousands of different 
jtems. The simplest way to change numerous guotas, per- 
haps, may be to compute the percentage that the delivery 
guota for the month, for exanple, is to the estimated sales 
for the month. This use of percentages is useful for re- 
vising large numbers of quotas to mect discrepancies between 


estimated and actual sales. 


The Financial Budget 


Pinancial planning is the essence of financial ad- 


ministration. Without such planning the success of a business 
is a matter of adcident. 

The operations of all departments of a business, 
necessitate the use of services sand supplies. A service on 
commodity is purchased and this commodity is sold. <A typi- 
cal cycle may be stated as follows: 


Cash « Supplies and services «+ sales + cash. 
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It can be seen, therefore, that the operation of the Variety 
Goods Business result in the constant receipt and disburse} 
ment of funds. These funds are in the form of cash on 
equipment. 

fhe cash balance in financial operation serves a 
function similar to that performed by the merchandise.stock 


in merchandise operations. 


Long-Time vs. Short~Time Financial Planning 


The long~time plan can be made only in a general 
way. This will indicate the capital requirements by sett- 
ing up certain maximum and minimum limits. 

On the other hand, a business can plan ite immediate 
Capital needs if 1t is to assure itself that the capital to 
meet them will be available. 

For the present we shall consider the short-time 
financial plans of & business. This plan is also applicable 
to long-time capital needs. 

Bach department estimate of cash requirement in 
financial budget, when approved, comes to be an allotment of 
¢ash to that department. In the same way a departmental 
estimate of cash receipts becomes a cash quota for that 
department. In Variety Goods Business the sales estimate 
is the only one which represents anticipated cash receipts. 
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Relation of Financial Budget to Departmental Budgets 
The financial budget is not a budget of the treasur- 
er's department as often thought, but a combination of the 
budgets of all the departments. The financial budget must 
state the funds which are needed to finance all the active 
ities of a business, and these activities are stated in the 
departmental budgets. 


In Variety Goods Business practically all sales are 
for cash, 80 thet the estimate ie much simpler that that of 
others. But we must keep in our mind thet there are 
many other sources of cash income, such eas interest received 
on bank balance, dividends on interest on stock or bond 
owned by the company. Also, if a company owns houses 
which 1t rents upstairs to some other firm, the cash re« 
eeipts to be reserved from those must be included. 

Form of the Estmiate of Cash Recelpte: 


ESTIMATED CASH RECEIPTS 
For One Year Ending Nov. 51, 19 


Source January Pebruary Mareh fo tal 
Sales: 
Miscellancous: 
Note Receivable: 
Income from Investments 
Int. on Bank Balance 


Rent received 


Total 
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Bieberaevent for Purchases of Variety Goods Business 


The following informations are need: 


1. 
Ze 


Se 


 fé 
5. 


6. 


The inventory (stock) at beginning of month. 
Estimated deliveries to stock during month 


‘(put in warehouse). 


Estimated order to be placed during the 
month (sending out to member stores). 
Estimated stock at end of month, 
Estmiated cash disbursements for purchases 
made during previous months. 

Estimated cash disbursements for purchases 
made during the month. 


Items (5) ané (6) will be added for each month (if 


it was on @ yearly basis it must indicate the entire year) 
and entered in the estimate for cash disbursement. 


After the expenditures necessary to obtain the goods 
nesded to supply the gales demands , and the di sburseme 
necessary to seoure the required amount of building and equip- 


| Disbursonent for Expenses 


nte 


ment, are determined, it is necessary to estinate the 


disbursements which must ‘be incurred in operating the business 


30 as to secure the sales. 


: This requires the preparation 


of an eatinate of selling sugenane by the sales department, 
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an estimate of executive expenses by the general office 


(administrative expenses), etc. 


The Estimated Balance Sheet 


Business Administrated must judge future business 
on accounts and comprehensive information. In order to 
@0 this it is necessary to have a concise form of informa- 
tion. The balance sheet and statement of profit and loses 
are the two reports with which the executive is most famil- 
far and this information should cover the requirements. 

The need of balance sheet and statement of profit 
‘and loss are already obvious. They furnish the general 
conditions of business at a glance ané are necessary in the 
matter of borrowing funds from banks, etc. The standard 
form for beth are already set up by the American Bankere' 
Association, the National Association of Credit Men, and 
many writers of accounting texts. Its interpretation, also 
has already been explained by many people. Consequently, 
I will not discuss this in detail, but ut might be well to 
explain thet the estimated balance sheet and profit and loss 
statement are simply a systematic sacoumulation of the 
various budgets which I have heretofore indicated. — 

There are drawn out from a careful arrangement and 


classification of such budgets. These statements are 
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and expense accounts, as many sheets as necessary being 


devoted to each. 1), budget figures are entered in the 
"Budget" colum, and from month to month the "Actual" is 
entered and the month's and the cumulative gains and losses 
are computed. | | | 

When all of the work outhined before is finished 
and the "Master Budget" is set up, the work has just begun. 

To derive the greatest benefits from the work and 
to exercise the degree of control that a Budget makes 
available to the management, it is essential that a com~ 
‘mittee be created for reviewing it from month to month, 
adjusting the operations of the bueiness when necessary, 
and seeing that the necessary steps are taken and instruc~ 
tions issued to preserve and maintain a proper co-ordination 
of all activities. Then and then only, may the maximum 
service be rendered and adequate profits realised. 

Though the usefulness of Budgets &e obvious, Bone 
care is necessary as it has many defects. 

1. The budgetary program is based upon estimates. 
The €ifficulties of preparation of the sales budget are caused 
. | 

(a) Difficulties in forecusting 


1. Market fluctuation 
2. Seasonal fluctuation 
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6. 


iF 


8. 


Weather conditions 


Complication by style goods, which makes 
past records somewhat incomparable. 
Lack of statistics of sales to start with. 


Difficulties in establishing relations between 
sales and expenses and sales and purchases. 
Budgetary plans will not execute themselves. 
Administration cannot be replaced by budgetary 
control. The use of the budget system may 
result in too little emphasis in other methods 
of managerial control. 

Budgetary control vannot be perfected immed~- 
Lately. 


The expense of operation may be very considerable, 


tf not watched closely. 

Plexibility, which is essential to successful 
operation, may lead to a disregard of budget 
altogether. 

Mifficulty of gaining cooperation of various 

funetionartes. 

Danger of being "ironclad", which mag lead to 
too much “red tape", | 
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Conclusion: 


According to “Budgeting for Business Control" pub- 
mine by the Chamber of Commerce of the United States: ~ 

"Budgetary contre may mean the wise conduct of 
business, the subordination of pleasant dreams to actuali- 
tles «--. It is the spirit behind the budget that is 
important, for a budget, to amount to anything must be 
predicated at least upon a knowledge of what a plant can do, 
of what are reasonable sales expectancies, of what financial 
resources are required and available for the sales and pro- 
auction programs. | | | 

~-- The purpose of the budget is to reconcile and 
 @o-ordinate the effects of these executives, to draw from 
them definitely the promises of accomplishment from which | 
to set definite goals and to check actuel performances in 
the terms of these goals, and we may safely go on the age 
sumption that, if we draw from the executives definite prom 
ises of what they expect te do, it followa as the day the 
night, they will leave no stone unturned to make good on 
these promises". : 

fo be most effective the Budget aut be simple and 
accurate. It must be intelligently and honestly prepared. 
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It deserves, and should have, the careful consideration 


of every Variety Business men who desires a better control 
over the future of his bisiness. 
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Che lil. PORCASTING THS VARIETY GOODS BUSINESS 
(Outline of Collecting lethods and Methods of Construction) 
In order to construct the Budget, we must be able to forcast : 


a fair es tmate of future business conditions, its trent, cycle and 
seasonal variation. eee 
for that purpose we must, at first, differentiate and outline 
what factors are included in the problem. 
Ae Seasonal variation in volume of sales and in value of 
wales of particular groups ‘of merchandise. 


x For example-~~Candy, Jewelry, etc. 
(according to your store(s classification) 


Be. Seasonal variation involune and value of sales in the 
different sections of the country. | 
(a) Your whole selling districts divided by 
your sectional supervision. 
or 
(b) Follow to the Federel Reserve Districts. 
GC. Period which seasonal variation in sections are to be 
Studied---From your starting condition of business, the 
cycle, forecasts when to expect prosperity, depression © 
ana &0O forth under normal conditions and the seasonal | 
variation shows how each season changes its sectional. 
sales or groups of merchandise sales under the normal 
condition. By "normal condition” I mean ordinary 
business conditions which do vot include tar Time and 
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likewise irregular conditions, 


After many adjustments and consolidations of various figures 
we can reach a fairly accurate forecast. 
E. Correlation of seasonal variation in merchandise groups in sec- 
tions which index of consumed purchasing powers 
(a) Population 


(1) Agriculture Classes--Population to total in 
section 


(2) Labor Classes-- In sections 
(3) Distribution of total population to sections 
(b) Seasonal variations in income of agricultural class in 
_ sections. 
; (1) Products produced--when sold, do they engage to 
raise live stock? etc. 
(c) Seasonal variations in income of labor in sections. 
(1) fypes of industries, employment, unemployment 
Pay Holls, etc. 
(a) Cost of living 
(1) Retail price of 32 cities as indicated in Federal 
Reserve Builetin 
(e, Bank Deposit 
Ratio of Bank Deposits to Bank Clearing 
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=F. Yer capita retail expenditure (average ) 


(1) This data can be used as a supplement to the above. 
(2) fhe method of determining the buying power a community 
is based on a report of the Chambers of Commerce of the 
U.S., following a survey and analysis of the p Depar tment 
of Labor. 
The basis of calculation is the average per capi te re=- 
tail expenditure (Data used .for esleniation must be for 
one year in order to forecast in U.S., according to the 
Chambers of Commerce, multiplying the population by this 
data (which is in dollar) and get annwal Buying Power 
in Do.lars. (oan apply to all sestiona) 
F, Pinding. the correlative seasonal variation in groups of mer- 
chandise in Sections with Susiness Curve. 


_ (a) Determination of future buying policy 
5. Basis of Business Curve | 
(a) Combined figure of Bradstreet's Retail Price 
and Sank Clearing ontside of New York City 
to present time or if too long better to take 
Say~-5 years or 10 years periods from non. 


D. Method of measuring the seasonal variations for mer~ 
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Use Dy. Hart's method: . 


Find out arithmetic average of the years under consideration, 


Find out the time deviation of each year under consideration 


from that average year. 


Square that deviation of each year. 

Multiply each season's sectional sales by seasonal deviation 

of the year. 

Get total sum of “ime Deviation Scuared" and total sum of 
"Pime Deviation X Original Sales Data”. 

Divide the sum of Latter by the sum of Preceeding. : aa 
The result of 6 is the quantity which increases of decreases 

in each one season. 

Multiply each deviation by the result of (6). 

average of sales - the Hesult of (6)= the trend of each season. 
Decuct the trend from the Original sales date. 
Divide the sum of the each o-% by nunber of that season. 

The result is the seasonal variation in absolute numbers. 

Then each seasons trend (absolute nunber) as LOOper cent 
reduce the seasonal variation to percentage basis 
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Hext one must find out eycle--the formule is as foilows: 


oe: 


(o-T)-Se C---(absolute number) 
This time, too, with the same process as (12) reduce to 
per cent basis: 
14. We already found out Trend, Seasonal Variation, Cyale and ab- 
solute amount that trend vary each season (retrogession, pro- 


gression or smooth). Since Trend indicates the normal. 
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fhe next step is the differentiation of quantitative aspects 


and qualitative aspects. 


1. ‘uantitative 


A. The monthly sales in volume | As 


and value of eagh groups of 


mdee. in each seotion {your 


Be 
_ own )j--Tabulation 
8B. The monthiy sales of your store 
aS a whole--abuistion 
c. 
&. Fopulation 
fa) Farmer of each seutions 
(b) Labor of each sections 
(c) Nation as,a whole 
2D. Income Db. 
(a) Zhe monthly sales of erops of 
each section( farmers if there 
are other incomes adéed) 
(b) Labor's wages of Hain City’ 
(¢) Average wages of labors in 
Sach state 
8. Cost of living 
F. Bank Deposit 
gE. 
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The monthly variation of each — 


groups of mdse, in each sec- 


tions--by percentage 


The monthly variation of your — 


stores as a whd®-py percent= 


BRO > | 


The monthly variation of 5-10 


Cent stores as a whole--by 
Same method. i 
Composit figure of farmer's 
income, labor's wages and 
bank deposit of same section 
in same period (monthly) 
(after study of correlations 
of above figures) 
Make adjusted fugure by 
national buying expenditure 


(by state and month) and 


national income. — 
Gonparison with business 
Curves 


Forecast and Desition. 
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Last question is where to get the information which is needed 


for construction figure. 


lst. Your monthly sales figure which éifferentiates each 


group of merchandise covering several (at least 5 years) years 


back from present. 


2nd. Quotations . ‘ 


(a) Monthly sales volume in dollars offoar major 


5-10 cent stores (same period)--Standard Daily 


trade Service 


(b) Income of Farmer of each district (crop and markets 


(g) Income of Labor of each district 


(a) The Ratio of Deposit to Clearing 


(e) Retail expenditure of the Nation 


(f) Cost of Living 


(Agri. Dept. of 
ken 


(or 


( 
(U.S. Agri. Depte 
(Year Book 


(Monthly Labor 
(Review 
(Commercial Year 
(Book Dept. of 

( Commerce 


(Federal Reserve 
(Bukietins 


(Monthly Labor Ke- 


(view or U.S. 
(Labor Bulletin 
(Both Dept. of 
(Labor 


(Commerce Year Book 


(or 


(World Almanac. 
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3 (g) Bank Clearing outside of Hew York City-~Federal Reserve 
(hn) Bradstreet Ketail Price---Bradstreet Weekly 


Although I have indicated all elemonts which must be taken 


“into consideration when we construct the Business curve, there still 


nin sone uncertain elements, which cannot bo indicated numerically, 
1 as seasonal weather @ifference of each district and difference of : 
oustom, religion, nationality, ete. This element should again be 
‘taken into eonsideration in determining the forecast or in the con- 


struction of the Budget. 
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Chuper 1V. Chain Store Financing & Growth, 
There are three ways in which Variety Gecds Chains 
finance their natural expansions 
le Finene new eteres cut cf tam profits 
&. Finance by berrowing acney 
Se Absorption of other chains by reorganizatia n 
and exchange of stock, or some other means not requiring new 
eapitel, 
The Variety Goods Chain has rarely an tnysntcry over 


its actucl and inmediate needs. Thus, its ¢xpansicn 
in times of depresasicn is in some cases rapid, and even 


more repid, than it is in timee of great business ace 


tivity. Since the Verlety Goods Chein deals with staple 
goods principally, mech more sc than the department stores, 


end the mail-order houses, they have financial stability 


in thet they can anticipate an earning prefit regerdless 
of general business conditions 1 


‘THE PRINCIPLES OF CHAIN STORE GhortH 
Viewing the seles of the Variety Goods chain fran 
yoar to year, it is interesting te neté the follcwingi- 
i= Growth has been — in spite of 
financial or businese comitions 
@= Gross sales have increased in volume 
in the articles end services marketed through Varicty 
Geeds Chains : 
As the evidence cf this I will indicate four of the 
principal Variety Goods Chains Sales ~ F, ¥. Yeclworth Co. 
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DIVIDENDS 


With few exceptions, Variety Good Chain Stores 
have been ables to earn dividends, notlenly upen their 
preferred stock but aise upen the common 


Pav thains have any bonded indebtedness, and net 
prefits can be applied almost entirely to meet the 
demands of stockholders, althcugh it must be remem- 
bered that a chain company needs 2 certain amount of 
capital for new enterprises diring the year. This 
capital is taken cut of earnings rather than borrewed 
and the amount added ito the funded debt. A geod 
example for this is the Noolworth Coupeny and S. S. 
Kreuge@e 

The five and ten cent teres, there is s uniform 
and heslihy growth even the depressen of 1920 end 
1921. This is particularly noticeable in the Kresge 
end MoCrowy chains, which in 1922 and 1923 showed a 
decideé increase in s&les cver the preceding years. 
In 1925 the MeCrery and in 1ic2¢ F. WY, Weolworth stores 
withheld their preferred stock issue and still shoved 
@ profit on the comacn stocks * 


VARIETY GOODS CHAINS ZARNINGS AND DIVIDENDS SHC? THE 
PCLLO@ING TRENDS se 
l- Net profits do net increase proportion- 
ately with increase in total sales. ‘Tris is 
naturel, since a larger turncver of goods allows 
#See Chapter "Expenses wil profits” . 
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the chain te operate on smaller margin of profit. 

2= Dividends paid on chain store stocks 
de net shew that general tendency to fluctuate 
4n times of prosperity and depression which is 
evidenced by cther industrial stocks. That is, 
such 2 stoeks fit for permanent invasitment. 
"The ong Glamacnt sich ig mest largely deter- 
minative of security of investment is saraing 
power, Asset value, while Important, is only & 
name for the price of earning power, ‘This : 
porer to produce income must meet two require- 
ments in order to be satisfactory as security=- 
it must be ample and staple. Chain store sarne- 
ings are nct only ample but greater than other 
leading industries, + 


Se S. KRESGE'S METHOD OF EXPANSION. 

l- <A single store 

Ze Idee of chain of stores. Slow growth . 
over a pericd of years and gradual development 
of ean orgenization and a system on whieh te f 
operate. 

Se Increased economies in purchasing, 

merchandising, etc. and increased profit 
allows more stores to be opened and territorial 
extensicn of cpsraticns. 

0.7.3. Walker & Co., Inc., (infermetiocn cbtained) 


t 


a 


at 


gpectiden 
| eae 


At this stage the chain mey absorb other chains, 
4= Increased capitalization ef common 
stock to keep pace with development, Perhaps 
increased preferred stcek issue to provide are 
tra funds for further expansion, 


VARIETY GOODS CHAIN'S FINANCIAL EXPANSION, 
ist= Provide the necessary funds from current 


earning of stores already in operation. Such a 


policy is entirety in line with the inherent cone 
servative idea pursued by Variety Chains in general, 
With such a financing policy there is ne need cof 
heavy overhead charges which new stores mst suffer, 
All the expenses coincident with sterting the nen 
branch are already erranged for, and paid for befcre 
the store opens. Such a method ef expansion is slow 
and foresichted people will not take. Thet is, he 
may wi#h to borrow the capital from Vali Street or 
Girect from the public. In other words, they wish 
to issue a preferred cr cconmion stock in crder to 
open meny stores at cone time. 


HoW THE BIO VARIETY CHAINS Rm. 

Before they undertook eny publie financing, 
Woolworth had 631 stores and the gross sales were 
$60,557,0003 Kresge had 66 stores and the cress 
sales were $7,925,000; NMeCrory had 115 stores and the 
Gross sales were $4,929,000. : 

The owners of the successful Variety Goods Chains 
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devoted their efforts to laying a firm foundatien in 
a few stores and developing the earning capacity of 
these stores to such an extent that a large part of 
earnings could be used for the opening of additicnal 
units (this peint I have already explained) ac that 


eventually 50 or 100 stores were in successful opers 


tion before any expansion program on a wider scale was 


contemplated, 

After a chain numbered from 50 to 100 stores, 
with gress sales of fron five te ten million dollars, 
end with profits of from four cents to ten cents cn 
each dollar of sales, financing was made possible. 

Under ordinery cenditiens the fineneing cf chain 
store expansicn by the eale of securities to the pub- 
lie was withheld until it wes pessible te offer at 
least per value cf $1,000,000 in securities. Such an 
offering in bonds on preferred steck requires that net 
profits for severel years shall have averaged three times 
the 4: 


unt required to pay interest om dividends en 
the securities cffered. In cases cf an Initial cffering 
of $1,000,000 in securities, the requirements in 
average net earnings weuld be about $250,000, that is 
te sey, three times the maximum interest or dividend 
requirements of & per cent on ©1,000,000 er $60,000. 

In case of bends, these net profite are before 
Federel texes, but after all expenses, including de- 
preciation, ete., while In case cf preferred stocks 
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the requirements will be after deduction of Federal 
taxes, depreciation, inventory adjustment and other 
operating expenses, , 

In cases of common stocks the requirements are 
not so atringent. ‘The comnon steeks of well know 
Variety Goods Chains which are listed cn the New York 
Steck Exenangs soli for from S«15 times the amount 
earned per share. Investment heuses do act find it 
protiteabie to handle the corporation financing of 
concerns wlich tequire less than 4 million dellars 
because the overhead expense to be iacurred by the 
veniters is about as large as for @ $260,000 deal as 
it would be for a $1,000,000 transaction, 


_ In order to make successful such a financial 
plen, the executives muct have ample knowledge of 
finance, and geod experience. In fect, every part 
of the business must be sound and smeeth in operation, 
They must have a fixed plan for meeting the steck- 
holders cr bend owner's requests, The Variety Chain 
executives whe are locking tc the future, net only sith 
respect te problems cf merchanéising but with a view 
to placing their finances on the prorer basis, should 
pey particular ettention te the desirability of re~- 


vicing their corporate structures 
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VARISTY GOODS CHATYS “HICH HAVES DONS PUBLIC PINANCING, 


| : | Profits | Profit Price et | Current mkt. 
Neme of Assets Stcres| Seles Shere Sisre © Value of Cap 
Company : | Common “Sis 5 italization 
ae ae 7 i J (ine. Pfd.) 

Wool 92,422,858 1,356 | 215,501,187 0,660,507 | $7.95 126 327,600 ,000 
worth | ae 

Se Ss | : | . 
Kresge $5,964,116 | 266 | 90,096,246 p,974,165 | 40.66 385 | 143,926,000 
Ce 

MNecrory . 7 
stores 7 | 
Gor Pe $1,035,210 | 176 | 25,225,344 1,778,987 | 4.32 ee _ 39,766,000 
S. 8 a: | | | : a 

Kress $1,393,156 | 162 | 40,259,292 nee 24,45 335 43,782,000 
& COs : ae 

BP. & We , . 7 
Grand } ? ; | ee 
CO. 2,562,775 28 6,500,914 | 423,431 | 4.23 Se 7,050,000 
We Te Fe | . | 

arent $5,483,373 | 107 | 23,483,885 | (2) (1) Ne iets 
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Geeaant, the nrice ef Cormon “toev. sli firures ere 1924's statistics. 
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CONCLUSIONS 
Ag the Varlety Chain grows in size, the problem 
ef financing becomes more sericus, There is an 
inereasing tendency to distribute securities among 
the public eas has been done by many big Variety Chains. 
For smaller chains, however, it is difficult to 
finance threugh Wall Street. For this point Mr. 5. Re 
Wesker submits ea geed plan fer financing emeall chains 
}e 


mber of Chain Store Age. (192% 
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located New York Gity and Philadelphia. 
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